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Ships under construction for the Nor- 
wegian merchant marine now _ total 
2,700,000 tons. This figure includes 453 
ships, each in excess of 100 dead-weight 
tons being built in Norway and six other 
countries. Eighty-nine of the vessels are 
tankers with a tonnage of 1,360,000. 
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Due to the rise in silver prices, New 
Zealand has abandoned the minting of 
silver. New coins are 75 per cent copper 
and 25 per cent nickel. They are of the 
same weight, dimensions and design as 
the current coinage. 
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More than two million dollars of Hun- 
garys assets are being returned to her 
by the U.S. Military Government in 
Germany. The hoard includes jewelry, 
coins, securities, currency, gold and silver 
bullion, ores and platinum. It was taken 
from the Hungarian National Bank at 
the approach of invading Russian armies 
and was sent into Austria. The assets 
were turned over to the U.S. Army in 
May 1945. 
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China’s cotton production in 1947 is 
expected to increase 50 per cent over 
last year. The Ministry of Economic Af- 
fairs, which is conducting a three-year 
plan to increase production, estimates 
this year’s crop at between 10 and 12 
million bales. This is still far short of 
China's requirements. 
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The French port of Dunkerque is to be 
reopened on October 1. The Germans 
sank 20 ships in the harbor during the 
war and also blew up the dock gate. All 
the wrecked ships now have been re- 
moved and a new dock gate is to be 
ready by the end of this month. 
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Electric and Diesel-electric locomo- 
tives and streamlined coaches are being 


placed in operation on Holland’s rail- - 


ways. The Government is hastening par- 
ticularly the construction of freight-carry- 
ing equipment in view of Holland’s 
growing industrialization. 


oo 90 


The first 1947-48 wool sales in Aus- 
tralia brought sharply higher prices than 
did the closing auctions of the 1946-47 
season last June. Fleece wools and skirt- 
ings were 25 to 30 per cent higher, and 
average wools were from 20 to 25 per 
cent higher. 
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The Dominican Republic’s tobacco 
crop, now being marketed, is less than 
half as large as last year’s, due to de- 
creased acreage and unfavorable weath- 
er. The 1947 crop amounts to 27% million 
pounds, compared with 66 million 
pounds in 1946. During the first six 
months of 1947, the Republic exported 
14 million pounds of tobacco, all of 
which was paid for in U.S. dollars. 
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French electrical equipment is to be 
sent to Poland in exchange for coal. 
Fifteen French electrical firms will sup- 
ply materials needed to repair Poland’s 
hydroelectric and thermal power stations 
and to build high-tension lines linking 
Silesian power stations to the Warsaw 
and Lodz regions. 
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Japan’s export industries still are suf- 
fering from the lack of production fa- 
cilities and raw materials. Silk-reeling 
machines, totaling 40,000, number 80 
per cent of the prewar peak of 1930-34. 
Production of 80,000 bicycles and parts 
for 250,000 amounts to 80 per cent of 
the prewar level. Output of light bulbs 
is only one fourth as high as before the 
war. 
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To promote increased construction of 
dwellings, the Danish Government is re- 
stricting the use of building materials. 
Purchases of materials tor repairs are 
limited in value to $10. 
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Domestic and overseas air services of 
Australia set new records during the year 
ended June 30. Seventy per cent more 
passengers were carried than in 1945-46 
and freight volume rose by 145 per cent. 
Internal lines carried 960,000 passengers, 
nine times more than in 1938-39, the 
last prewar year. Freight transported 
totaled 12,000 tons, 17 times more than 
was hauled in 1938-39. Freight loadings 
of Pacific air lines were doubled. 
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Austrian banks are getting their first 
credit from abroad since before the war. 
Two of the country’s largest banks are 
receiving $13% million from the U. S. Ex- 
port-Import Bank for financing the pur- 
chase of raw materials and equipment. 
The enterprises to be helped belong to 
the machinery, textile, alloy-steel, vehicle 
and chemical industries. Similar credits 
for specific industrial projects are ex- 
pected to follow. 
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ture, pressure, liquid level or mechan- 
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Controls and Switches assure a maxi- 
mum in efficient and dependable 
performance. 
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Avitch Equipped Controle 


Consult Mercoid catalog for complete 
information on the entire line. 
A copy will be sent upon request. 
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Memo from the Editors 


World Report 
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The military mind in diplomacy. The discouraging, yearlong 
effort by General of the Army George C. Marshall to bring peace be- 
tween China’s warring factions has faded into the background of more 
exciting events in the world. But the way Marshall worked at his task 
in China, before he became U. S. Secretary of State, provides an in- 
sight into his approach to all diplomatic problems confronting America, 

Frank Rounds, Jr., World Report’s correspondent in China through- 
out the negotiations, observed at first hand Marshall’s dealings with 
Generalissimo Chiang Kai-shek and with leaders of the Chinese Com- 
munists. Through long experience, Rounds knows well the motives and 
suspicions of the Chinese on both sides of the civil war. On page 22 of 
this issue of World Report, we present an analysis by Rounds of the 
Marshall Mission, a significant portrait of the General who now is the 
architect of America’s world policy. 


“To the right, politically speaking.“’ That is the way David 
Edovitz of Winthrop, Mass., feels abont recentissues of World Report. 

We also get complaints now and then that we “lean to the left”— 
indicating that we lean toward neither but call them as we see them. 

Specifically, Edovitz writes: 

“I, for one, feel that steel production in France will contribute as 
much if not more to the general European recovery as steel produced 
in Germany, but World Report gave the impression quite otherwise.” 

As a matter of fact, World Report has no views of its own on the 
question of German versus French steel production. 

U.S. and British policy favors an increase in German steel output, 
whether France approves or not. Many people may question the wis- 
dom of that policy. Our job in World Report, however, is to explain 
what we see coming. We neither like nor dislike the trend of events, 


The size of Russia‘’s Army is something a lot of people would like 
to know. H. D. Russell of Macon, Ga., referring to an article in our 
March 11 issue entitled, “Russia To Spend Less on Arms During 1947,” 
writes: 

“Recently a young Reserve officer . . . declared that Russia now had 
more than 10 million soldiers in her Army. The purpose of this letter 
is to check with you on the figures in the article above mentioned.” 

World Report said “Premier Joseph Stalin now can rely (on) a 
standing Army of three million men . . . far less than the six million of 
last year.” Although the pace of Russian demobilization may be a little 
slower than anticipated in March, the figures we used then are just 
about right. They came from our own analysis of the Russian budget. 
They have since been substantiated by the highest authoritative sources 
but we are not at liberty to identify those sources. 


The Editors of “World Report” 








Here's a Handy Way to Subscribe! 


World Report, 
Circulation Dept., 431 Parker Ave., Dayton 1, Ohio 


Please enter my subscription to World Report for one year 
and send bill to me. (U.S., its Possessions, Central and 
South America, $4; Canada & Other Countries, $5.) 
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FROM THE CAPITALS OF THE WORLD 

















For World Report 
Issue of September 16, 1947 
Volume 3, No. 12 


For all the shouting and screaming, all of the heavy pressure, there really 
are only a few things the U.S. can do about Europe's distress. 

Alternatives offered, without trimmings, actually are these: ! 

Alternative No. 1: Pass out more dollars. fTry to police their use. fry to 
do on the scene what the planners failed to do in advance. That's costly, risky 
and far from being a sure cure. It would take brains as well as imagination. 

Alternative No. 2: Draw back from Europe and let the panic spread. Forget 
about trying to patch up wrecked nations. Let socialism burn itself out and hope 
Russia isn't strong enough to take over. That's risky, too, and far from certain. 

Neither course is attractive or appealing. It's hard to find others. 








Of course, the U.S. intended otherwise. The Marshall idea sounded good. 
U.S. experts, after: hesitancy and head scratching, came up with some advice 
on what Europe should do to help herself, To qualify for working capital. 
European nations, however, are unable to agree on basic changes, on a for- 
mula for getting more goods produced and larger crops harvested. The European 
ideas suggest how many new dollars they want from the U.S., but not much else. 
It’s been quite a dreary experiment. U.S. diplomats were slow to dictate 
to Europe. That could give ammunition to Russia. Yet Europe's own leadership 
is about as bankrupt as her financiers. Net result is very little achieved. Much 
time has been used up. Drought has hurt food prospects. Strikes have cut coal. 








The upshot is a cry of crisis. Planners couldn't or wouldn't do much. Now 
it's coming back to the U.S. Congress in about this form: 

If dollars are not handed out, Europe will swing more to the left, going in 
for more socialism, will encourage Communist parties to grab for power. 

If dollars are thrown around, nations getting dollars won't curb inflation, 
won't insist on harder work and longer hours necessary to raise production. 

Congress is very unlikely to meet rapidly, to take any quick decision. If 
Congress does come back before January, it will return piecemeal, its committees 
will sit first to hear their own experts, to get the eye-witness testimony of 
its own members. The President, too, is from Missouri. And he has to be shown. 





There is this other point to keep in mind, too, as debate develops. 

Troubles abroad in prewar years signaled trouble for the U.S. In 1929, it 
was a British failure that preceded the big market crash. In 1951, it was a bank 
failure in distant Austria that set off a new spiral of deflation in the U.S. 

Belt tightening in Europe at this time will have effects over the world. 


(over) 
(No part of this or any other page may be reproduced without written permission) 
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A price break, cheaper U.S. food, is ardently desired by European buyers. 

European purchases could shrink rather rapidly from now onwards. Statise 
tics for U.S. sales in July show the downward trend continuing. July sales were 
19 per cent below May. A drying up of exports surely would tend to prick the 
inflationary bubble, to upset the U.S. boom. 
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A new analysis of Britain's problem, a businesslike appraisal of the task 
now is available from the Federation of British Industries. 

For the immediate situation: 

Britain's credit needs to be restored. There's a lack of faith abroad. 

sacrifices in luxuries and pleasures are necessary to assure creditors. 

Import cuts in food and staples will show courage and determination. 

On that basis, Britain can obtain the short-term aid she requires. 

For the longer remedies: 

Closer ties and wider markets have to be found in Europe. More enterprise 
is desired. There's to be less thought about dividing existing markets. 

Scarce coal from Britain should be shared with Europe to win friends. 

A restored Germany, with war plants eliminated or controlled, is required. 

In other words, Britain is about broke because Europe is broke. Britain 
normally makes much of her living by doing jobs for the Continent. Europe, now, 
is broke partially because Germany is prostrate. Germany has the skilled labor, 
the coal, the industry that Europe requires. 























Then, too, there's a lot of house cleaning to be done inside Britain. 

Business thoughts about that are these: 

Inflation is fed by the Socialist idea of trying more than can be done. 

Industries, as well, need to reduce their own demands for nonessentials. 

Wasteful competition exists for scarce man power and raw materials. 

The major point is that capital projects must be cut to arrest inflation. 
Money supply is superabundant, and goods still scarce. Labor tends to be di- 
verted to uneconomic uses. Excess purchasing power has to be drained off at a 
time when any increase in production must be exported. | 














On the key subject of industrial production, the business report emphasizes 
that it’s useless to talk of greater output until there's coal for support. eq 

A record figure of 14 million tons of steel in 1948 is held feasible if | 
enough coal and coke is available. Government rule of steel is argued against. 

Rationing of electricity, staggering of hours, is strongly indorsed. 

Controls of many types are accepted as a temporary necessity. 

The businessmen are emphatic about a cut in Government spending, a slash in 
bureaucrats and a freeing of man power for production. You get the full text of 
the recommendations made by the Federation of British Industries on page 33. 








It*s dubious how much of that advice will be taken, but the Labor Cabinet 
now is being forced to do these things: 

Exports, more than ever, are to be pushed at the expense of home consumers. 

Autos, textiles, electrical-.goods are to be sold abroad by compulsion. 

Increasing controls are to be exercised over materials and man power. 

Actually, just when production gets going, the British will find a sellers’ 
market turning into a selective market. They'll have to trim costs, as well. 
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ELEVENTH HOUR FOR WESTERN EUROPE 


Question whether Britain, France and Italy can wait for Marshall Plan 


Reported from LONDON, PARIS and WASHINGTON 


Western Europe has reached the 
eleventh hour about eight months be- 
fore the U. S. Government expected it. 

Successive crises in key countries 
are alarming Washington officials and 
upsetting the timetable for the Mar- 
shall Plan. 

Trouble is, the U. S. is not sure how 
to give Europe first aid at this time, 
nor fully convinced that the hour is as 
late as Europeans say it is. 


oo O 


@ Alarm in Washington, over Europe's 
plight stems from developments in Lon- 
don, Paris and Rome. 

London started things off. The Labor 
Government told the British people they 
would have to get along on less food, 
tobacco, gasoline and films from the 
United States. Great Britain could no 
longer pay the bill. Borrowed dollars 
were running out, would be completely 
gone in a few weeks. 

Next, the Paris Government warned 
the French public that from now on 


belts would have to be pulled much 
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tighter, as tight as during.the war. For 
France, too, would run out of borrowed 
dollars before the end of the year. Im- 
ports that used up dollars would, there- 
fore, be cut by two thirds. It was not 
even certain that the official bread ration 
could be kept at six ounces a day, low 
point of the war. Already, it has dropped 
lower in some sections. 

Now Italy says that she also faces an 
emergency. Rome insists that the coun- 
try must have more dollars at once in 
order to buy food and fuel for the next 
four months. Otherwise, Italy warns, she 
will have to cancel all U.S. coal sched- 
uled for October deliveries, and shut 
down her industries. 

What Washington knows is that these 
three countries—Britain, France and Italy 
—are indispensable to all U.S. plans and 
hopes for Europe. The Marshall Plan, 
now being developed at Paris, could not 
get off the ground without them. Hope 
of keeping Western Europe free of Com- 
munist control, and out of Moscow’s 
reach, rises or falls with the fate of these 
three nations. 

What Washington wonders is how 
long Britain, France and Italy can in 
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IS IT LATER THAN THEY THINK? Ambassador Douglas, Mr. Clayton, Ambassador Caffery and Mr. Kennan in Paris 


fact hold out without a fresh injection of 
dollars. The State Department says the 
Marshall Plan schedule of eight months 
would be too long. Department officials 
are brought to this conclusion by on-the- 
scene reports from Under Secretary Will 
Clayton and U. S. ambassadors at London 
and Paris. 

“Western Europe needs a transfusion 
of dollars to survive the year,” radios 
William H. Lowe, staff correspondent 
for World Report in Paris. He gives that 
as the view of American officials now in 
Europe. 

“What started early in the summer as 
a dollar squeeze,” Lowe says, “now is 
aggravated by bad harvests and disap- 
pointing coal production. The idea in 
July, that World Bank loans, plus belt 
tightening, would suffice until spring, 
now is discarded.” 

U.S. congressmen, who will have to 
approve further aid for Europe, are 
slower to commit themselves. Represent- 
ative John Taber advises the British to 
forget any notions about dipping into 
United States gold reserves at Fort Knox. 
He suggests they “go to work.” Taber is 
chairman of the powerful House Com- 
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mittee on Appropriations. And Senator 
Arthur H. Vandenberg, president of the 
United States Senate, says that Con- 
gressmen are “not going to act in the 
dark and they are not going to write 
blank checks.” 

What Washington awaits therefore, is 
a conviction all around that Europe 
needs help now. As things stand, most 
Congressmen will need to be convinced 
that there is no alternative to a special 
session to appropriate more dollars 
quickly. 
@ Some first aid could flow to countries 
in distress from some U.S. and world 
agencies now, without further appropria- 
tions by Congress. But the total immedi- 
ately available is measured in millions, 
not billions. 

$800,000,000 is currently at the com- 
mand of the U.S. Export-Import Bank. 
Some of this is tentatively earmarked for 
China. And relief loans, or reconstruction 
loans, on which the return is dubious, 
are out. So Britain, France and Italy can- 
not count on much quick help from this 
source. 

$7,500,000,000 is the potential lend- 
ing power of the International Bank. 
Amount actually available for loans right 
now, however, is less than half a billion. 
Against this total, France and Italy are 
asking for $250 million apiece, Poland 
for $600 million, the Netherlands for an 
additional $340 million. Chile would like 
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DOUR MOTHER IN FRANCE: More ration coupons for less bread 


$40 million and Turkey is hinting at a 
loan of $400 million. 

To meet these requests, the Bank 
would have to market more securities. 
But President John J. McCloy has said 
that there will be no new issues of World 
Bank securities this year. If this decision 
stands, the amount of aid available to 
Europe now can be no more than $500 
million. 

$3,300,000,000 is the sum which the 
International Monetary Fund has at its 
disposal. This is intended to stabilize 
currencies and equalize exchange rates. 
For these purposes, a member country 
can borrow one fourth of its subscription 
in any one vear. Britain, for example, 
might be eligible for a loan of $325 mil- 
lion on this basis. 

In the present situation, however, 
directors of the Fund hesitate to pledge 
their resources. They question whether 
the Fund can safely help until after cur- 
rencies and exchange rates have reached 
some stability. 

Pressures now are coming from Britain, 
France and others to modify this attitude. 
There is a move to reduce interest rates 
on loans from the Fund, and another 
move to increase the amount that may be 
loaned to any one country. But changes 
ot this sort require amendment to the 
Articles of Agreement. This takes time. 

Millions, not billions, are thus the ex- 
tent of first aid now available from these 


credit agencies. It would require a 
change in the rules to raise the total 
much above a billion. | 
@ Last-ditch reserves, in U.S. eyes, of- 
fer some hope. 

The British have gold and other re- 
serves in excess of $2,400,000,000. If and 
when the remaining $400 million of the 
U.S. loan is unfrozen and used, London 
might dip into its gold reserves. Between 
now and next April, when dollars might 
again become available via the Marshall 
Plan, the drain on Britain’s gold might 
amount to less than a billion dollars. 

But London experts doubt that reserves 
should ever be permitted to go below two 
billion dollars. If that is Britain’s decision, 
the current excess of overseas spending 
will have to be financed some other way. 

The French figure they need around 
a billion dollars to get by until the Mar- 
shall Plan can become effective next 
spring. Gold reserves are already drawn 
down to below $500 million. Dollar loans 
granted earlier this year are virtually 
exhausted. France’s external deficit is 
running in excess of a billion dollars a 
vear. The French, as a result, do not see 
how they can wait for the Marshall Pian. 

The Italians say they are out of ¢ol- 
lars now, despite credits and relief grants 
totaling close to a billion dollars for 1947. 
Financial officials in Washington, how- 
ever, think Italy could get by until the 
end of this year. Relief wheat and coal, 
out of U.S. funds, are amounting to $37 
million a quarter. But Italy’s gold re- 
serves are down to two million. Ex. 
ternal deficit amounts to about half a bil- 
lion a year. Between January 1 and 
April, therefore, Italy apparently will 
need something like $200 million from 
abroad. 

Self-help, finally, appears to U. S. Con- 
gressmen to be a resource that Europe 
has not exhausted. 

Britain's Socialist Government is criti- 

cized for its failure to dig more coal. 
to stop strikes, and to export more of the 
things that importing countries most 
need. France and Italy are urged to crack 
down on black markets, to compel the 
farmers to deliver foodstuffs, to get rid 
of administrative inefficiencies, to coll-ct 
more taxes, to take drastic steps to check 
inflation. 
@ More U.S. aid thus is not to come 
automatically. A good many U.S. Con- 
gressmen remain to be convinced that 
Europe has done all it can to help itself. 

Two things, however, can affect this 
attitude. Continued decline in U.S. ex- 
ports—a July total 19 per cent below the 
May peak—may persuade Congress that 
the U.S. economy is in for trouble. And 
overseas, a sharp increase in Communist 
strength and activity in France and Italy 
is to be expected as bread rations grow 
smaller. 

If these two trends develop, the U. S. 
Congress is likely to agree with Western 
Europe that the hour is late. 
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Four-Year Plan for Europe: An 8-Month Task 


September 
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Four-year recovery plan agreed to by 
Western European nations is flown 
across Atlantic to President Truman. 


November 


O 





O O O 


O wa 
The President decides on the size and 


shape of the Marshall plan and prepares 
to ask Congress for the necessary funds. 


January to March 


EUROPE 








U.S. Congress debates extent and 
terms of U.S. aid to Europe and 
both houses work toward agreement. 


Octowe. 


EVROPE 


off 














Three U.S. committees report to the 
White House on how much help Europe 
needs and the U.S. can afford to give. 


December 





House and Senate committees consider 
aid for Europe. Ideas of President, 
Congress and Europe begin to merge. 


April 


(mo 
Sirs 
With Marshall Plan enacted and money 


appropriated, the US. begins a -tual 
process of helping Western Europe. 
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WHY STRIKES PLAGUE BRITISH COAL MINES 





Dissatisfaction of Workers over failure to benefit from nationalization 


Great Britain’s battle for coal in the 
next eight months is to spell success 
or failure for her recovery plans. 

Ahead lie longer hours, more coal, 
larger production—if miners co- 
operate. 

But the typical British coal miner 
feels he has been made the scape- 
goat for Britain’s troubles. Special in- 
ducement may be necessary before he 
will take over the role as the key man 
in British recovery. 
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Getting more coal out of Britain’s 
mines is not going to be easy. Wildcat 
strikes have been the miners’ answer to 
attempts to jack up coal output. Local 
friction, between Yorkshire miners and 
officials on the National Coal Board, lies 
behind the British walkouts. 

These strikes are condemned by the 

miners’ union, the Trades Union Con- 
gress, and the Attlee Government. They 
all say Britain’s crisis is too grave for 
strikes. But strong measures to break the 
strikes are being side-stepped. 
@ Persuasion, so far, is the strongest 
weapon of the Labor Government. Events 
of recent weeks have convinced most 
miners that Britain is in serious trouble. 
Speeches of Government officials and of 
their own union leaders are bringing 
home the crisis. 

But, despite this campaign, strikes in 
the Yorkshire mines went into their fourth 
week. 

@ Core of the trouble in Yorkshire is 
this: 

Yorkshiremen are traditionally noted 
for their stubbornness. They don't like 
to feel that they are being pushed around. 

They resented conditions of work in the 
coal pits under private ownership. They 
expected big improvements when the 
mines were nationalized last January 1. 
But they are finding things are little 
changed. 

The National Coal Board, set up by 
the Government to run the coal mines, 
is made up largely of former executives 
of the old companies. Regional boards 
are staffed from the same circles. Big 
salaries are paid to Coal Board employes. 
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The miners feel they have changed 
bosses in name only. 

As a result, the Yorkshire miners have 
their backs up. They hoped for much. 
They have gotten little, except increased 
pressure from local bosses for more and 
more production. Belt tightening and 
austerity also irritate them. In conse- 
quence, calls to their patriotism thus 
far are falling on deaf ears. 

Immediate cause of the Yorkshire 
strikes is the lengthening of the “stint.” 

The “stint” is the yardage of coal to be 
cut during a day by a team of miners. 
Up to the present time, the team has 
stopped work after reaching the target 
yardage. It is not a question of hours 


of the shift left when the target is 
reached. But down go the tools anyway. 

The Coal Board has been trying to 
break down this practice. Local officials 
of the Board ordered the Yorkshire mi- 
ners to increase their “stint” by about 10 
per cent. A strike was the answer. 

The problem in Yorkshire is a com- 

pound of local irritations, but it has na- 
tional possibilities. What is true in York- 
shire can also become true in Kent or 
Wales, if the miners are not handled 
carefully. 
@ Longer hours in the mines, re- 
quested by Prime Minister Clement Att- 
lee on August 6, are also a bitter pill for 
all British miners. An extra half-hour of 
work a day is asked between now and 
May 1, 1948. 

The miners won a five-day week of 40 
hours last May. Now that is to go a-glim- 
mering. 

But the miners’ union and most of the 
miners admit that something drastic has 
to be done. 

How to do it is the problem. 

Ever since Attlee’s plea, the Govern- 
ment, the Coal Board and the miners’ 
union have been trying to agree on how 
to increase the work week. 

Simply lengthening the work day is 
impractical in most of Britain’s under- 
ground mines. 

The miners are coming around to this 
position: They will work every Saturday 
until next May. But on Saturdays they 
want pay at time and a half. 

The Coal Board is worried by rises in 
operating costs. Members fear more ab- 


senteeism on Monday through Friday and 
better attendance on Saturday at time and 
a half. They want to pay for Saturday 
work only if the miner works the other 
five days. 

But the miners claim many of their 
number are fairly old. They should not 
work six days. 

A compromise, nevertheless, is likely. 
Differences do not seem too wide. 

@ Other grievances of the miners will 
be harder to overcome. 

Better housing is one. Miners would 
like to have priorities on new housing. 

Special rations are mentioned. Bigger 
food rations should be allowed for heavy 
work, the miners feel. 

Incentives of some sort may have to 
be given the coal miners in view of their 
attitude. Higher wages or tax concessions 
don’t mean much since there is so little 
to buy. 

If special inducements are offered the 

miners, the Labor Government will have 
decided to put first things first. Coal is 
first. Industrial production, utilities, trans- 
portation, exports and heating comfort in 
British homes depend on it. 
@ Production of coal since the five-day 
week started in May has been disappoint- 
ing. Coal output has barely kept abreast 
of last year’s rate. 

More miners are on the job now than 
a year ago. But in recent weeks the num- 
ber of new recruits has barely equaled 
the number of old miners retiring. To 
swell the ranks of the miners, various 
methods are being tried. Young men are 
offered exemption from military service if 
they become miners. Men being dis- 
charged from the shrinking British Army 
are urged to go into the coal pits. Polish 
miners are being used in some mines; in 
others, British miners refuse to allow 
Poles. 

Absenteeism, heavy during the six-day 
week, dropped off in the spring. Since 
then it has increased. Wages of miners 
are high. Horse races, soccer matches 
and pubs attract the men who have 
spending money. 

More mechanization is needed in Brit- 
ain’s mines. Mining machinery is on 
order in the U.S. but won't be delivered 
for some time. Antiquated methods of 
mining and hauling coal underground 
slow production. 





More Coal in British Bins 


Total supplies in hands of users during 1946 and 1947 


Jan. 


Oct. | Nov. | Dec. 


in millions of metric tons 


Working conditions are still bad. Ven- 
tilation systems in Britain's deep mines 
are not modern. The heat is terrific. 

The British Government now has the 
power to direct all labor necessary into 
essential industries. Thus, men in less 
essential jobs now can be forced into the 
mines. The Government also can disci- 
pline slackers, if it will. Coal production 
can be pushed by forced draft. But the 


Labor Government avoids really stiff - 


measures. 

@ Stocks of British coal in the hands of 
consumers show an encouraging trend, 
despite production difficulties. Coal in- 
ventories. of the utilities and most in- 
dustries are larger than a year ago. Rail- 
roads and home consumers are not quite 
so well off. But the over-all position is 
much better than last year, as the chart 
shows. 

Restriction on use of coal is respon- 
sible for larger stocks. Coal is allocated 
to industry on a priority basis. Staggering 
of the load in electric and gas plants has 
cut coal consumption. 


The upshot is that Britain should en- 
ter the winter in better shape than last 
autumn. Stocks, about 12 million metric 
tons at the end of July, may reach nearly 
15 million by the beginning of the win- 
ter. They were only 11 million at the 
peak last autumn. Given a normal winter 
this year, Britain can come through with- 
out a fuel crisis. But it all depends on the 
miners. 

The production target of 200 million 

tons a year is within their grasp. 
@ Coal exports from Britain are being 
talked about again. Before the war, Brit- 
ain exported 37 per cent of the world’s 
shipments. Now British exports have vir- 
tually stopped. 

U.S. officials in London have been 
urging the Attlee Government to stimu- 
late coal production to the point where 
big exports can begin again. 

The market for British coal is near at 
hand. In the year ended June 30, West- 
ern Europe paid more than half a bil- 
lion dollars for 25,500,000 tons of U. S. 
coal. If Britain could have supplied it, 
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THE HEAT IS TERRIFIC: Bad ventilation, longer hours, old-fashioned methods lead to wildcat strikes 


there would have been a tremendous sav- 
ing of dollars for European consumers 
and a welcome lift in Britain’s earnings 
overseas. 

Britain's chief contribution to the Mar- 

shall Plan is now seen as coal. U. S. offi- 
cials are even hinting that British coal 
exports should be an essential condition 
for receiving aid under the Marshall 
Plan. Otherwise, Britain could prove a 
liability rather than an asset to Western 
Europe. 
@ The goal of the Attlee Government is 
to resume coal exports at the earliest pos- 
sible moment. The British are seeing 
markets for some of their exports, such 
as automobiles, dry up. But for coal they 
can always find buyers. Particularly if 
the selling price can be kept low. 

But big exports of British coal are not 
likely before spring. At present, Britain’s 
biggest job is to sell her miners on their 
responsibilities to their country. Failing 
that, a crackdown on miners may become 
inescapable. The Labor Gov.:nment 
hopes to avoid that. 
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NEW SNAGS IN GREEK AID PROGRAM 


Political squabbling in Athens that holds up recovery projects 


The United States is plunging into 
a critical phase of the Greek plan. 

New snags to U.S. progress are ap- 
pearing daily. 

But the U.S. Government has no 
intention of letting a new Greek Gov- 


ernment go on a spending spree with 
U.S. dollars. 
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@ First step in the U.S. plan for Greece 
is nearing completion. It concerns per- 
sonalities, American and Greek. 

The U.S. is not taking over Greece 
as a colony. Americans are trying to work 
through Greeks. The first concern of the 
U.S. is a Government supported by as 
many Greeks as possible. 

Trouble is that Greek leaders are re- 
luctant to unite. They distrust each other. 
They feel safe from Communists and 
Russia because the U.S. is pledged to 
protect Greece against both. So they are 
wasting time bartering and haggling for 
U.S. political support. 

As a result, Americans are having to 
put pressure on Greek politicians to get 
them together. 

American peacemakers in Greece dif- 
fer in their methods. 


GREEK POLITICIANS 
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Liberal Party Leader Sophoulis 
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Reported from ATHENS and WASHINGTON 


Soft talking to right-wing leaders who 
like the monarchy and its ways is done 
by U.S. Ambassador Lincoln MacVeagh. 

Blunt talking to liberal leaders who 
want a republic is done by Dwight P. 
Griswold, chief of the U.S. aid mission. 

Greek candidates for the role of boss 
under U.S. auspices still are trying to 
split MacVeagh and Griswold. 

Constantin Tsaldaris is the monarchist 
leader. He was the power behind the 
Government that fell in August. His 
party is the largest in Greece, with 141 
of the 354 seats in the lower house of 
Parliament. Chief among his friends out- 
side the monarchist party is Napoleon 
Zervas, police boss for the last year. 

Zervas is a militarist who believes in 
filling jails. He has doubled the popula- 
tion of Ikaria, in Aegean island, by exil- 
ing 12,000 persons. Some are Com- 
munists. Others are simply enemies of 
Zervas. When Zervas tried to get back in 
the Cabinet, with U.S. support, Mac- 
Veagh dropped soft talk to tell him that 
Americans considered him a Fascist. 

Themistocles Sophoulis is the leader of 
the Liberal Party, second largest in Par- 
liament. He wants the U.S. to back him 
as Premier with full powers. Griswold is 
telling Sophoulis that he can get such 
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powers only from the Greek Parliament. 

There are six other parties of impor- 
tance in Greece. All are scrambling for 
U.S. support. If they fail to co-operate 
with the new Government, U. S. advisers 
expect King Paul to seek another premier 
outside Parliament. 

Three candidates are waiting. One is 
Gen. Alexander Papagos, aide to the 
King. He takes credit for beating the 
Italians in 1941. Another is Gen. Nicholas 
Plastiras, who threw two kings out of 
Greece. The third is Rear Admiral Peter 
Vulgaris, a wealthy former Premier. 

The Government, born of competition, 
may not last long. But the Americans, 
who persuaded Tsaldaris and Sophoulis 
to work together, even temporarily, hope 
they have convinced Greeks that U. S. 
officials may use different methods but 
seek the same end. 

During the Government crisis, Mac- 
Veagh and Griswold sometimes clashed. 
Loy W. Henderson, Director of the Of- 
fice of Near Eastern Affairs in the State 
Department, rushed to Athens. He was 
followed by George C. McGhee, co- 
ordinator of Greek-Turkish aid. 

Greeks expected to see a fight for au- 
thority between Americans. Instead, both 
Henderson and McGhee scolded Greek 
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AMERICAN PEACZIAAKERS 
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Ambassador Lincoln MacVeagh 


politicians and demanded speedy unity. 
MacVeagh and Griswold, using different 
approaches, asked the same thing. All 
the Americans warned Greek leaders that 
the bickering was ony delaying the flow 
of U.S. aid into the country. 

@ Who will spend the dollars, the 
Americans are saying, is not an issue. 
No matter what government holds po- 
litical power in Greece, Americans will 
control the expenditure of U.S. money, 
using it to police the spending of Greek 
money as well. Without the help of U. S. 
dollars, no Greek government can hope 
to balance its budget or save the drachma 
from inflation. 

The Greek Army’s share of dollars is 
coming in U.S. food and arms. Greek 
soldiers are shifting from British to U. S. 
Army rations. A U.S. military mission is 
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General Plastiras, former Premier 
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State Department Mediator Henderson 


directing arms and equipment to units of 
the Greek Army which need them most 
to fight the Communist-led guerrillas. 

To date, about $60 million of the $148 
million earmarked for the Greek armed 
forces is spent or pledged on contracts. If 
more is needed to beat the guerrillas be- 
fore the summer of 1948, it will have to 
come from reconstruction dollars. 

Full flow of dollars into the civilian 
economy of Greece is still to come. 
Money is being pledged on nonmilitary 
contracts for Greece. But the Greeks may 
not see the results until their leaders get 
together. 

Contracts totaling $30 million for the 
reconstruction of highways, railroads, 
ports and communications are being 
placed with American firms. In addition, 
the Greek Government is to put up $52 
million in drachma for purchases of U. S. 
supplies and services. The Greek funds 
are to come out of Government income. 
U.S. experts, who are telling the Greeks 
where to find the money, are standing by 
with a $75 million “anti-inflation” fund 
to support the Greek budget. 

First trickle of all this money to reach 
the hands of Greek merchants is only five 
million dollars, out of the anti-inflation 
fund. Another five million is to be re- 
leased in the near future. Both will be 
handed over to importers for approved 
purchases of medical supplies, industrial 
items and raw materials. 

Approval of import licenses must come 
from Greek and American officials. The 
Greeks have approved 60,000 licenses 
for huge imports. But only a few hun- 
dred are passing American screening. 

@ Next step of U.S. planners is to per- 
suade the Greek Government to increase 
its income and reduce its spending. 

One new tax measure drafted by 
American experts is designed to get 
money from Greek shipowners. At pres- 
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ent shoeshine boys and cigarette vendors 
are contributing more money to the Gov- 
ernment than are the shipowners. 

Shipping profits this year may exceed 
$100 million, most of which is hidden 
outside Greece in hard currencies. Big- 
gest profits are being made by 100 U.S. 
ships sold to Greek operators since the 
war. Of the 362 ships owned by Greeks, 
127 are registered in other countries to 
escape Greek taxes. Americans are pro- 
posing levies on Greek-owned ships of 
whatever registry. 

Government economies are to come in 
part from the ousting of 15,000 civil 
servants in the next six months. That will 
still leave the Government with 65,000 
employes, more than necessary. But 
Americans will consider the job well 
done if they accomplish some reduction 
before next spring. 

@ Top priority is being given to the U.S. 
effort in the Balkan peninsula. From 
President Truman on down, the Wash- 
ington Government is taking this view. 

U.S. failure in Greece would wreck 
world confidence in American leadership. 
Russia’s gains would be enormous. 

What is more, Russia is getting into 
position to take advantage of any U.S. 
weakness in Greece. Russian troops in 
Bulgaria are being reinforced. Russia has 
announced that her Ambassador to 
Athens will not return. Soviet recogni- 
tion of a Communist government in 
Northern Greece may come this autumn. 

U.S. success in Greece is unlikely in 
the immediate future. Guerrilla warfare 
may continue far beyond June 30, 1948, 
when the last of the $350 million is 
spent. The U.S. may stay in Greece for 
five years, possibly more. 

In such a contest with Russia, the U. S. 
Government is determined not to permit 
Greek politicians or profiteers to wreck 
a U.S. plan of world importance. 
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INCREASING RESENTMENT 





TOWARD U.S. IN BRITAIN 


Reported from LONDON 


Anti-American feeling is on the in- 
crease in Great Britain. 

Attacks on the postwar policies of 
the U.S. are growing sharper and 
more numerous. 

The developing tendency is to 
blame Britain’s desperate plight to- 
day on what the U.S. has done, or 
failed to do. 
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@ British sentiments about the U. S. are 
being expressed in cartoon jibes at Amer- 
ica’s way of doing things. British edi- 
torials criticize the U.S. attitude on 
world affairs. Even the workingman is 
singling out Americans as the suspected 
cause of a lot of his troubles. 

The situation stems from a variety of 
factors. Some are obvious, others less 
easy to detect. A partial list indicates the 
wide range they cover. 

Abrupt end of Lend-Lease after Ger- 
many’s surrender still is a sore spot with 
the British. They feel that the U.S., in 
view of Britain’s wartime sacrifices, should 
have continued this aid in food and 
civilian supplies at least until Britain had 
a good chance to get back on her feet. 

The U.S. loan of $3,750,000,000 ne- 
gotiated in 1945 is now the most pro- 
voking topic. The terms under which 
the U.S. granted the loan are criticized 
as too burdensome. Many contend that 
the U.S. kept the loan too small to see 
Britain through her economic difficulties. 
Others argue that the U.S. made a mis- 
take in ever making the loan. They claim 
it has encouraged Great Britain to live 
on borrowed funds when she _ should 
have been using more drastic methods to 
speed recovery. 

Rising U.S. prices have hit Britain 
hard. Ever since the death of OPA, 
Britain has had to pay more for the food, 
raw materials and manufactured goods 
purchased in the U.S. British Cabinet 
members say climbing prices have cut the 
original buying power of the loan by 28 
per cent. 

U.S. views on postwar trade do not 
sit well with many Britons. British mer- 
chants resent U.S. pressure for an end 
to the so-called “Empire preference” 
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system. This is the arrangement under 
which the United Kingdom enjoys a 
favored position in trade with nations in 
the British Commonwealth. An end to 
this setup, British merchants fear, threat- 
ens grave damage to the nation’s future 
trade, with the U. S. benefiting. And they 
protest U.S. objections to any compara- 
ble concessions, such as big cuts in high 
tariffs. 

British austerity keeps the average man 
constantly mindful of the U.S. He is 
forced to cut down on his cigarettes, be- 
cause the country cannot afford to buy as 
much U. S. tobacco as formerly. His sup- 
ply of food is smaller, more monotonous. 
Again he is reminded this is due to the 
need for cutting purchases in the U.S. 
Finally, he is faced with the possible loss 
of his favorite relaxation, Hollywood 
movies. They have been costing Britain 
too many dollars. 

To make austerity seem grimmer, there 
is the contrast of prosperity and plenty 
in the United States. News dispatches 
inform Britons that U.S. smokers are 
consuming more tobacco than ever be- 
fore, that the nation is better fed than 
at any time in its history. 

Other irritants are cited by the Brit- 
ish. They are indignant at the moral and 
financial aid American groups give the 
Jewish extremists in Palestine, when vio- 
lence in the Holy Land is costing the lives 
of British troops. There is annoyance over 
the criticism from the U. S. of the short- 
comings of the Labor Government, of the 
inefficiency of industrial methods, and of 
British administration of the Ruhr. 

@ The intensity of anti-U.S. feelings 
varies according to groups, motives and 
interests. 

Professional anti-Americanism follows 
the line that everything the U.S. does is 
automatically suspect or wrong. This 
group includes the Communists, some 
fellow travelers and those with a grudge. 

In political circles the strongest feel- 
ing is in Labor Party ranks, especially 
among the left-wingers. Criticism centers 
on U. S. economic policy, which Laborites 
consider out of step in a world where so 
many nations are swinging to some form 
of socialism. The sharpest critics insist, 
however, they are not anti-U.S. in any 
other sense. 
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SORE SPOTS 
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LEND-LEASE ended abruptly before 


wi Britain could get back on her feet 
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Business hostility also springs mainly 
from concern over the soundness of U. S. 
economic policy. Trade rivalry tends to 
sharpen the feeling. Some quarters accuse 
U. S. interests of maneuvering for unfair 
advantages in postwar commerce. 

With the British public, resentment 
toward the United States is definitely 
strong, although not always clearly ex- 
pressed. 

The complaint most often heard is that 
Britain sacrificed more than her share in 
winning the war, yet gets nothing but 
hard times. On the other hand, Britons 
insist the U.S. came out of the war 
stronger and more prosperous. That 
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OPA‘S DEATH in the U.S. sent 
prices up, cut buying power of loan 


OF RESENTMENT: To long memories o 
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doesn’t seem fair to Britons who stood up 
under the long years of battering, from 
the blitz to the V-bombs. 

There also is a section of British 
opinion which suspects the U. S. is ambi- 
tious to dominate the world. In a recent 
poll, 24 per cent of those questioned 
said they thought the U.S. was one na- 
tion with such aims today. Fifty per cent 
of the replies named Russia as the most 
likely aggressor, but the U.S. score was 
unexpectedly high. British fear of a new 
war is very real. Britons don’t want to 
be in the front lines again. 

@ Careful analysis of the present wave 
of anti-U.S. feeling, however, fails to 


FOOD QUEUES accent scarcity in 
Britain while U. S. fare is abundant 
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f war sacrifice, Britons now add indefinite prospect of austerity 


disclose any evidence that it is the prel- 
ude to a serious Anglo-American rift. 
Great Britain still feels closer to the 
United States than to the U.S.S.R. Most 
authorities agree that Anglo-American 
relations fundamentally are as good as 
ever, despite mutual grievances. 

Top U.S. diplomats in London see no 
cause for alarm in the current barrage 
of criticism and fault-finding. They re- 
call the sharp slump in U.S. popularity 
after World War I when “Uncle Sam” 
became “Uncle Shylock” in British eyes 
because of efforts to collect war debts. 

Most Britons today feel they have as 
much right to criticize the U.S. as they 


U. S. LOAN is burdensome. Mission 
asks Sec. Snyder (left) for easier terms 
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have to critize their own Government 
And they see no harm in doing both. 
Observers doubt that present feelings 
will leave scars. They note that Britons 
may wax angry with the U. S. over pres- 
ent conditions, and the next minute have 
warm words of approval for the Ameri- 
can soldiers they knew during the war. 
It is to take some time, however, for 
the current anti-U.S. sentiment to dis- 
appear. Until Britain is out of the eco- 
nomic woods and austerity ceases to 
pinch, indications are that the U. S. is to 
come in for many more hard words. 
Criticism of the U. S. is likely to be more 
frequent before it starts to grow less. 
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CRISIS IN CANADA’S UNBALANCED TRADE 


Three ways under consideration by Dominion to stop dollar leak to U. S. 
Reported from OTTAWA and WASHINGTON 


The dollar crisis has spread to Can- 
ada, biggest customer of the U. S. 

American dollars are pouring out of 
Canada about twice as fast as they are 
coming in. At the present rate, six 
months may see the supply run dry. 

To stop the fast leak of U.S. dol- 
lars, Canada is considering sharp cut- 
backs in imports from the U.S. The 
loss to U. S. business might run to one 
billion dollars. 
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@ Canada’s problem is this: 

Purchases in the U.S. this year will 
total two billion dollars, the way things 
are going now. 

Sales to the U.S. will amount to only 
one billion dollars. The difference of one 
billion dollars has to be paid for out of 
Canada’s reserve of gold and U.S. dol- 
lars. That reserve at the beginning of the 
vear was less than $1,250,000,000. 

Other sources of U.S. dollars are dry- 
ing up. Canada received an estimated 
220 million U.S. dollars from Britain in 
the past 12 months and probably sub- 
stantial amounts from her other creditors. 
It is doubtful now whether Britain and 
the others can afford to continue paying 
<or part of their purchases in Canada 
with U.S. dollars. 

As a result of her unbalanced trade, 
Canada is like a man who is running 
through his savings to pay for his pur- 
shases. When the savings run out, pur- 
chases have to be cut. 

Canadians are pressing Finance Min- 
ister Douglas C. Abbott to tell them just 
how bad the nation’s financial situation 
is and what he intends to do about it. 
@ The answer to Canada’s trade prob- 
lem can be found only in three ways. 
Canada can buy less from the U.S. Or 
she can sell more to the U.S. Or try to 
get a dollar loan. She may try all three. 
~ A cut in imports from the U.S. would 
be bad news for many U. S. businessmen. 
They are selling to Canada at the rate of 
nearly two billion dollars a year. It would 
also put a crimp in Canadian industry, 
which leans heavily on U.S. sources for 
manufacturing supplies. 

Expanded exports to the U.S. might 
kelp to relieve some U.S. scarcities and 
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thus work against inflation. This is the 
direction most Canadians prefer to take. 
Canada’s biggest exports to the world 
are wood and paper. They account for 
about a third of her shipments to other 
countries. There is some talk now of di- 
verting a larger share of Canada’s paper 
production to the U.S. where there is a 
shortage. The U.S. printing and publish- 
ing industry would gladly buy more 
Canadian paper if it were obtainable. 
Most Americans also would be glad to 
get some Canadian meat and other farm 
products. At present, Canada virtually 
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FINANCE MINISTER ABBOTT 
He’s looking for dollars 


bans the export of most foods to the 
U.S., a holdover from wartime regula- 
tions. Meat of any kind seldom is allowed 
to move south across the border in com- 
mercial quantities. The same is true of 
livestock feeds and malting barley. Now 
there is increasing pressure in Canada to 
allow some of these foodstuffs to enter 
the U.S. where they could earn needed 
dollars for the Canadians. 

Lower tariffs against Canadian goods 
entering the U.S. will be asked for if the 
Canadian Government decides to go all 
out to increase sales to the U. S. 

Many Canadian businessmen feel 
strongly that U.S. tariffs against their 


goods are unfairly high. Last year, Can- 
ada bought 75 per cent of her imports 
from the U.S. but sold only 39 per cent 
of her exports there. 

It’s not just the amount of U. S. tariffs 
that irritates Canadians. It’s the way 
they're used. Some: Canadian exporters 
and officials insist that U.S. Customs 
men put extra charges on Canadian 
goods through their interpretation of the 
Customs rules. The complaint is so com- 
mon that Canadians have a word for it 
—the “second tariff.” 

Tariff reduction cannot be counted on 
for immediate relief, however. It often 
takes months to negotiate such changes. 

A dollar loan to Canada might tide her 
over until easier days but would do noth- 
ing to solve her basic problem, the lop- 
sided trade situation. 

If Canada should decide to borrow 
U.S. dollars, however, she could prob- 
ably do it without much trouble. Her 
credit is good. Some Canadian financial 
experts are suggesting a limited issue of 
Canadian bonds, maybe $350 million, be 
offered for sale in the U. S. 

Another $75 million could be had from 
the International Monetary Fund. 

There’s little chance of a loan to Can- 
ada fiom the World Bank or Export-Im- 
port Bank. 

By and large, however, the Canadian 
public seems cool to the idea of borrow- 
ing dollars in the U.S. Talk of a dollar 
loan has brought sharp criticism in the 
Canadian press. Comment of the maga- 
zine “Saturday Night” is typical: 

“A nation should not borrow abroad 
merely to finance large imports and a 
lush standard of living . . . While we are 
certainly improving our capital equip- 
ment at present, we also are having one 
of the biggest sprees of our history. Bor- 
rowing abroad would, in effect, be fi- 
nancing the spree.” 

Devaluation of the Canadian dollar is 
urged in some quarters. That might help 
to get Canada’s trade back into balance. 
Devaluation would stimulate exports, 
discourage imports. But such a step is 
not considered likely. Bankers and busi- 
nessmen distrust currency 
They feel it might do more harm than 
good. 

Pleasure travel by Canadians in the 
U.S. already is restricted to save Amer- 
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ican dollars. The Ottawa Government 
may ban it entirely. Last year, Canadian 
tourists spent a record $131 million in 
the U.S. At that rate, Canada is not 
much ahead on her own tourist industry. 
American travellers in the same period 
spent $214 million in Canada. So the net 
gain to Canada was only $83 million. 
@] If Canada cuts imports from the 
U.S., a large section of American export 
trade will be affected. Thirteen per cent 
of all American exports go to Canada. 
The U.S. sold nearly a billion dollars 
worth of goods to Canada in the first six 
months of this year. 

The bulk of Canadian imports from 
the U.S. are essentials, as the accom- 
panying chart shows. Deep cuts would 
hurt Canada’s industries. But the Gov- 
ernment may decide to cut deeply any- 
way. 

Luxuries would be stopped first. Auto- 
mobile imports from the U.S. would be 
cut or stopped entirely. Canadians spent 
$21 million for American cars in the first 
half of this year. They would spend much 
more if more cars were available. 

U.S. exporters of things like photo- 
graphic equipment, toys and gadgets 
could certainly expect a cut in their sales. 
Canada bought $75 million worth of 
such items from the U.S. in the first six 
months of 1947. 

Radios, refrigerators and other elec- 
trical appliances from the U.S. probably 
would be barred temporarily. 

Some essentials imported from the 
U.S. might also be hit. Canada could 
replace some imports by her own manu- 
facturing or by buying more in the ster- 
ling area. Many kinds of machinery, tex- 
tiles, farm equipment and auto parts fall 
into this group. 

Coal, petroleum, raw cotton and other 

supplies Canada needs for her industries 
probably won't be touched. 
@ Only real solution Canadians can see 
for their shortage of U.S. dollars is the 
Marshall Plan. If the U. S. pumps dollars 
into Europe, quite a few of them eventu- 
ally will find their way to Canada. Europe 
will spend them for Canadian goods. 

Prospects for earning U.S. dollars by 
way of Europe are bright. In general, 
most things cost less in Canada than in 
the U.S. So Europeans with dollars will 
try to buy as much as they can in Can- 
ada, where their money will go farther. 

Canada already is earning some U. S. 
dollars from Europe. She has confidential 
agreements with some countries which 
provide they must settle a certain per- 
centage of their accounts with Canada 
in U.S. dollars. 

If the Marshall Plan succeeds and 
European currencies again become good 
anywhere, Canada can look forward to a 
return to the profitable three-cornered 
trade she enjoyed before the war. She 
could again use the money she earns 
from sales to Europe to pay for imports 
from the U. S. 
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U.N. FIGHT OVER PARTITION OF PALESTINE 


Coming showdown in Assembly on plan for separate Arab and Jewish states 


The next act in the drama of Pales- 
tine will be a campaign to sell to the 
world the United Nations proposal 
that the troubled Holy Land be divid- 
ed between Arabs and Jews. 

All the major parties to the Pales- 
tine dispute—the Arabs, the Jews, 
Britain, the United States and Russia 
—have some fault to find with the 
U.N. plan. 

A drive to win votes for the parti- 
tion idea is starting ahead of a show- 
down in the U. N. Assembly. 


o 90o °O 


@ Objections to the U.N. plan for par- 
titioning Palestine cut deep into world 
strategy. The accompanying chart shows 
the long history of the dispute. 

Arabs are the most violent critics of 
the plan recommended by a majority of 
11 nations that studied the problem for 
U.N. this summer. The Arabs reject the 
idea that 60 per cent of Palestine’s land 
surface be set aside as a Jewish state. 
They also oppose immigration of 150,000 
Jews into Palestine during the next two 
years, another key provision of the U.N. 
plan. They cannot understand why the 
U.N. would award Jaffa, a purely Arab 
city, to the Jews. 

The Arabs reject the whole idea of 
partitioning a land which they think be- 
longs wholly to them. But beyond that, 
they say that the U.N. has given the 
Jews the most fertile ground, leaving 
only stony desert for the Arabs. They do 
not like to see the entire Negev, Pales- 
tines barren southern tier, go to the 
Tews, even though the Jews intend to 
irrigate it. 

Jews of Palestine, except for extrem- 
ists, generally endorse the plan. They ob- 
ject, however, to the frontiers recom- 
mended for the Jewish state. Jerusalem’s 
100,000 Jews are left outside the pro- 
posed nation of Judea. The Holy City 
would be ruled internationally. 

Jews also object to the idea of their 
new state having no common frontier 
with the nearby Republic of Lebanon, 
whose Christian inhabitants get along 
better with Jews than do Moslem Arabs. 

The British have shown no enthusiasm 
for the new plan. It would end their man- 
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date over Palestine but would leave them 
in charge for a transitional period of two 
years until the Arab and Jewish states 
are set up. London feels that British 
withdrawal from Palestine still depends, 
as it always has, on whether the new plan 
can be enforced. There is no sign yet that 
it can. 

The U.S. is being urged to sponsor 
the plan in the U. N. but thus far has not 
decided whether it will do so. One weak- 
ness of the plan from the U. S. viewpoint 
is that it might require use of American 
troops and money to help Britain enforce 
the partition. 

Russia objects in principle to the crea- 
tion of two new states along national 
lines. Soviet strategy is to internationalize 
the Holy Land problem so that Russia 
will have a voice in what has hitherto 
been an exclusively British area. 

Language of the U.N. report is not 
airtight. One proposal requires the future 
Arab and Jewish states to sign a pact of 
economic union before receiving inde- 
pendence. This pact wculd provide for 





a customs union, a common currency 
and joint operation of communication 
and transportation services, including the 
ports of Haifa and Jaffa. The United Na- 
tions proposal does not make clear what 
would happen if only one of the two 
states signs the economic pact. All that 
the U.N. committee says is that, in 
such a case, the General Assembly would 
take “proper” action. Pending Assembly 
action, the regime of economic union 
would apply. This loophole might be- 
come a burning issue. Many experts 
think there is a real chance that the 
Jews might sign the pact in order to 
get independence, while the Arabs might 
refuse. 

A basic weakness of the U. N. recom- 
mendation is that it comes signed by 
seven small nations having no direct stake 
in the Palestine conflict. Three other 
countries on the U. N. commission made 
a minority report favoring Arab argu- 
ments. One country refused to take sides. 
Support of the major powers in the 
United Nations still has to be enlisted 
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if the recommendations are to go be- 
yond the paper stage. 

q] Maneuvers now going on will decide 
if the sales resistance to partition can be 
overcome. 

The Arab League warns that Arabs 
will take up arms if Palestine is parti- 
tioned. League members hold six seats in 
the U.N. Assembly, and have several 
non-Arab allies. Arab strategy on Pales- 
tine is planned by the Grand Mufti of 
Jerusalem, Haj Amin el Husseini, now in 
exile in Cairo. The Grand Mufti is bitter- 
ly opposed to any Jewish sovereignty in 
the Holy Land. 

Inside Palestine a prominent Arab fam- 
ily that disputes the authority of the 
Grand Mufti is trying to take over Arab 
leadership. If the challenge succeeds, 
more moderate counsels may prevail 
among Palestinian Arabs. The end result 
could be a change in leadership of the 
Arab League. 

Next door to Palestine, King Abdullah 
of Trans-Jordan is reviving his plan for 
combining the Arab parts of Palestine 
with other Arab states in a proposed 
kingdom of Greater Syria. His proposal 
arouses the fears of other Arab countries. 
Syria sees a threat to its republican form 
of government. Saudi Arabia remembers 
its generation-old dynastic quarrel with 
the Hashemite rulers of Trans-Jordan. 
Lebanon fears that its Christian popula- 
tion may be swallowed up in a huge Mos- 
lem state. The result of the agitation for 
a Greater Syria is to divide the Arab 
countries at a time when they most want 
unity to oppose the partition of Palestine. 

American pressure is on the side of a 
prompt solution of the Jewish problem, 
whether it be through the U.N. plan or 
some modification of it. U.S. officials 
in Germany and Austria are anxious to 
find homes outside of Europe for the 
Jews who now crowd displaced-persons 
camps in the occupied areas. These refu- 
gees are largely a responsibility of the 
U.S. Army. Inside the U.S., both the 
Republican and Democratic parties are 
pledged to support a Jewish national 
home in Palestine. In a pre-election year, 
Washington is sensitive to the fact that 
New York City, with more than two mil- 
lion Jews in its population, can swing the 
State’s 47 electoral votes. 

The U.S. soon may be asked to show 
how much it wants a Palestine solution. 
Britain always has insisted that a pro- 
Zionist plan for Palestine would have to 
be enforced with the help of American 
troops. So far the United States has 
dodged this issue. The time is approach- 
ing when the troop question may have 
to be answered. 

@ The chances for partition of Palestine 
now rest with the U.N. Assembly. In 
the view of many delegates, the best 
argument in favor of the committee’s 
plan is thts simple fact: No one has yet 
proposed a Palestine solution that stands 
any better chance of being adopted. 








BUSINESS IN MOTION 





To our Colleagues on dainiditaii Betteetad’s da 


There is a handsome electric perco- 
lator coming on the market in increas- 
ing numbers. It wins sales by its 
beauty and by the name of its maker. 
What the people who buy it do not 
know about it is that Revere collabo- 
rated closely with the manufacturer in 
working out ways and means of speed- 
ing production and lowering costs. 


The base metal is Red-Brass, 80%, 
supplied in sheet form. Forming the 
tall and graceful design requires a 
number of draws to increasing depth. 
Yet only one anneal is required, after 
the first two draws and before a reverse 
draw. In the lat- 


duction, and likewise in the costs of 
polishing and buffing before chro- 
mium plating. 


Naturally, both we and our cus- 
tomer are delighted with the success of 
our mutual efforts, but to our minds 
the most important thing about this 
case history is the fact that the cus- 
tomer went far beyond merely order- 
ing Red-Brass in such-and-such a size, 
gauge and temper. He took us com- 
pletely into his confidence as to fabri- 
cation methods and requirements. 
Only in that way was our knowledge of 
our metals successfully added to the 
customer’s out- 





ter the annealed ee 


shell is turned 
completely inside 
out, giving addi- 
tional depth and 
at the same time 
producing the 
pressure - pad 
flange required 
for subsequent 
operations. 


In deep-draw- 
ing work, grain 








standing manu- 
facturing ability. 


Perhaps your 
products do not 
use our metals, or 
any metal at all. 
It does not mat- 
ter. What we 
want to point out 
is that you can 
obtain from your 
suppliers much 
more than mate- 








size is the con- 
trolling or limiting factor. Before 
Revere and the manufacturer collabo- 
rated on this product and established 
precise grain size control for the metal, 
it was occasionally necessary to resort 
to an additional spinning operation in 
order to smooth the sidewall of the 
shell produced by the last draw. Our 
recommendations, not only with re- 
spect to the raw material as received 
by the customer, but in various proc- 
essing steps, assisted toward a sub- 
stantial reduction in the costs of pro- 


rials. When you 
buy these you pay not only for 
the feet or tons or gallons you 
get, but also for the knowledge 
and experience required to _ pro- 
duce those materials. You pay for 
both products and brains — why not 
use both? No matter what you 
buy, nor from whom, we firmly be- 
lieve that you can benefit by giving 
your suppliers full information con- 
cerning your production problems 
and thus adding their brains to your 
own. 


REVERE COPPER ano BRASS INCORPORATED 
Founded by Paul Revere in 1801 
> si * a * 3 


Executive Offices: 
230 Park Avenue, New York 17, N. Y. 
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LONG STAY IN PROSPECT 





FOR TROOPS IN KOREA 


Reported from SEOUL 
and WASHINGTON 


U.S. soldiers will stay on duty in 
Korea for a much longer period than 
anticipated when Japan surrendered. 

It is beginning to appear that U. S. 
troops will still be in Korea after the 
last U.S. forces go home from Japan. 

Officials foresee a longer stay as a 
result of the failure of U. S.-Russian 
negotiations to unify the country. 
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@ Two separate Koreas appear more 
likely now than at any time since the 28 
million Koreans were freed from Japanese 
rule two years ago. 

A deadlock between the U.S. and Rus- 
sia in Korea is to keep the country di- 
vided at the 38th parallel, with Russians 
in the North and Americans in the South. 
The U. S. is making plans to build up the 
economic strength of its zone to prevent 
Russia from taking over the whole coun- 
try. To do this job means the continued 
presence of U. S. troops. 

When Japan surrendered, the U.S., 
Britain, China and Russia decided that a 
Soviet-American commission should work 
with Koreans to set up a temporary gov- 
ernment. But the commission cannot 
agree. So Korea is back where it was at 
the time of Japan’s defeat—a problem for 
the Big Four powers. 

«| The U.S. proposes that the Big Four 
order a general election of legislatures 
for both U.S. and Soviet Zones of Korea. 

An all-Korean assembly would be 
formed from members of the two legis- 
latures. The assembly, meeting with rep- 
resentatives of the Big Four, would take 
steps to put Korea on a sound economic 
and political basis, and then decide when 
U.S. and Soviet occupation forces should 
be withdrawn. 

q If Russia rejects the U.S. plan, then 
the United Nations will be asked to in- 
tercede. It is likely that a commission, 
similar to the one sent to Palestine, would 
go to Korea to investigate and recom- 
mend a solution. 

q@ A general election is to be held in the 
U.S. Zone within the next few months, 
no matter what course the Russians take. 
The elections are expected to be timed 
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so that they can be supervised by a U.N. 
commission. 

Closer U.S. ties with Korean rightist 
groups also are anticipated in the future. 
The rightists, headed by U. S.-educated 
Dr. Syngman Rhee, are opposed to the 
proposed trusteeship which would put 
Korea under four-power control for five 
years. In the past, this embarrassed the 
U.S. in its negotiations with the Russians. 

But U.S. sympathies are more with 
the rightists than the Communists. There- 
fore, it would be to U.S. advantage for 
Dr. Rhee’s forces to show up the Com- 
munists in the general election. 

@ Economic aid for South Korea also 
is under consideration by the U. S. 

An administration program, calling for 
the expenditure of $500 million in the 
next three years, is expected to be revived 
when the U. S. Congress meets. The pro- 
gram was before Congress earlier this 
year but was pushed aside by the urgency 
of the Greek aid program. 

The U. S. now is spending $140 million 
a year in Korea, mainly to prevent disease 
and unrest. With the additional funds, 
Washington hopes to reduce, in the long 
run, its occupation costs. Major projects 
under consideration include: 

Railway and highway improvements, 
which are high on the priority list. More 
locomotives are needed, even though the 
U.S. already has supplied 40. A million 
and a half ties are needed to repair the 
main railway lines. 

Food production is to be increased by 
irrigation projects and importation of 
more fertilizer. Occupation experts esti- 
mate that every ton of fertilizer that is 
brought in will increase food production 
by 10 tons. 

Hydroelectric projects, started by the 
Japanese, will be completed with U. S. 
aid. This would eliminate South Korea’s 
present dependency on the Russian Zone’s 
electrical power. 

The proposed program of economic re- 
habilitation would be under the guidance 
and direction of U.S. occupation forces. 


@ U.S. military strength in Korea is | 


50,000 troops as compared to 190,000 
Russians in the North. The two U.S. 
combat divisions, the 6th and 7th, are be- 
ing kept at full strength and are well 
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Gi LIFE WILL BE GAYER 
Snack bar at the ball park in Korea 


trained. A small U.S. air force also is 
stationed in Korea. 

In nearby Japan, the U.S. has its 8th 

Army, which is considered the most 
potent force in the U.S. Army today. 
Japan also is the headquarters of the 
U.S. Far Eastern Air Force. 
@ More volunteers for duty in Korea 
now are being sought by the U.S. Army. 
Several steps are being taken to make the 
life of American soldiers in Korea a hap- 
pier one. 

The tour of duty is two years as com- 
pared to 30 months in most other overseas 
areas. 

More rest camps are being set up and 
vacations in Japan are being offered to 
U.S. military personnel. 

Living conditions are being improved. 
A better quality of food is arriving, more 
post-exchange supplies are being pro- 
vided and housing facilities steadily are 
improving. 

The fraternization ban is being eased. 

No longer is it virtually impossible for an 
American soldier to get permission to visit 
Korean homes. 
@ For the future, the U.S. is going to 
go ahead and build up its zone in Korea 
on the assumption that no agreement on 
unification is likely with the Russians. 
Koreans soon are to have their own gov- 
ernment and the U.S. Congress will be 
asked to supply assistance needed to 
make the U.S. Zone self-sufficient. U. S. 
troops are to remain in Korea, but in the 
background as much as possible. It now 
appears that they will not come home 
until a South Korean army has been built 
up to offset the conscript army that the 
Russians are training in the North. 
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TIGHTENING OF DEFENSES FOR AMERICAS 





Steps to co-ordinate armed forces in advance of ratifying Rio treaty 


Reported from RIO DE JANEIRO and WASHINGTON 


Western Hemisphere defenses are 
to be tightened without waiting for 
the inter-American treaty signed at 
Rio de Janeiro to come into force. 

A start is being made toward co- 
ordinating the armed forces of the 
American republics. 

Nations of the Western Hemi- 
sphere, thus, are to put teeth into the 
first regional security system set up 
under the United Nations. 
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@ Foundation for joint military action 
is laid by the treaty of Rio de Janeiro, 
signed by representatives of the Ameri- 
can republics. (See text on page 37.) 

A security zone. Outlined in the treaty, 
extends from pole to pole. It takes in 
Greenland, on the east, and the Hawaiian 
Islands, on the west. The new defense 
belt around the Americas is shown by the 
Worldgraph on the following pages. 
Armed attack against any part of this 
area is to be construed as an attack 
against all the American republics. 

Individual countries, initially, may take 
any action that they think wise, on re- 
quest of the country attacked. Consulta- 
tion among the American republics, 
meanwhile, is to determine the nature of 
collective action. Steps that may be taken 
range from the breaking of diplomatic 
relations to the use of armed force. 

Any decision on action short of armed 
force is to bind all nations that ratify 
the treaty. A decision to use armed force 
will bind only the nations that vote for it. 

Provision is made also for handling 
situations outside the Western Hemi- 
sphere that threaten any American coun- 
try. In such cases, the treaty powers obli- 
gate themselves to consult on measures 
to be adopted. 

Joint action against aggression will be 
taken only until the U. N. Security Coun- 
cil assumes control. Thus, the Charter of 
the United Nations is to be followed. But 
the U.S., by its veto, could prevent 
the Council from taking charge of ag- 
gression in the Western Hemisphere. 

Sharp departures from earlier policies 
are provided in three important respects: 

A two-thirds vote of countries that 


ratify the treaty will be controlling. 
Adoption of the two-thirds rule at Rio de 
Janeiro had as its leading advocate U. S. 
Secretary of State George C. Marshall. 
Argentina's Foreign Minister Juan Bra- 
muglia fought for retention of the unani- 
mous rule, but finally yielded. 

Joint action is provided against an 
American country that turns aggressor, 
as well as against an invader from out- 
side the Western Hemisphere.. On this 
point,, too, Marshall's attitude prevailed 
over that of Bramuglia. 

Collective use of armed force is estab- 
lished as a means of dealing with aggres- 
sion in the Western Hemisphere. 

Canada was not represented at the 
conference, but the way is open for her 
to sign the treaty. Official reaction in 
Canada now is that signing the treaty 
might increase Russia's unfriendliness. 
And Canadians question whether the 
Dominion, since it is a member of the 
British Commonwealth, should enter the 
inter-American system. 

Other countries of the Western Hemi- 
sphere are expected to ratify the treaty. 
Ratification by two thirds of them will 
make the treaty effective. 


Countries most likely to be called on 

to furnish task forces for joint action are 
the U.S., Mexico, Brazil, Colombia, 
Peru, Chile and Argentina. Other coun- 
tries might help to put down aggression 
in their own neighborhoods. 
@ A staff agency to deal with defense 
against aggression now is being planned. 
The American republics are expected to 
authorize it at their meeting next Janu- 
ary in Bogota, Colombia. 

Only joint agency now concerned with 
defending all the American republics is 
the Inter-American Defense Board. Set 
up in March 1942, it has little authority 
except to make studies and recommenda- 
tions. To carry out the Rio treaty, a 
stronger agency is planned. 

The new agency is to be a kir d of Joint 
Chiefs of Staffs without command powers. 
It is to consist of representatives of all the 
American chiefs of staff. It will lay down 
plans for organization and training. Try 
to bring about standardization of equip- 
ment. And prepare plans for use of ground, 
air and sea forces against aggressors. 

@ Lack of standardization is the biggest 
obstacle now to joint use of forces of the 
American republics. Before World War 
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ACCORD: Secretary Marshall and Foreign Minister Bramuglia shake hands 
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II, most of them were trained by missions 
from various European countries. Their 
armaments and doctrines were European. 
And often their political beliefs were in- 
Huenced by European missions. Thus, 
many officers trained by German missions 
favored National Socialism. 

The U. S. has made progress toward re- 


moving European influence since World 
War II started. All European missions 
have left Latin America. Most of them 
have been replaced by U.S. missions. 
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THE INTER-AMERICAI 


Some U. S. equipment has been furnished 
under Lend-Lease or surplus allotments 
to all the American republics except 
Argentina. 

More than 4,000 Latin-American off- 
cers have been trained in the U. S. or the 
Canal Zone since early 1942. In many 
cases, these officers have carried home 
the U.S. idea that armed forces should 
support the elected government rather 
than try to be the government. 

A start toward standardization, thus, 








has been made. But the lack of uniformity 
still is so great that it would handicap 
any attempt to use forces from different 
countries jointly. 

Further standardization is to depend 
mainly on what the U.S. Congress does 
with the Inter-American Military Co- 
operation Bill. 

Under this bill, the U. S. would make 
arms and equipment available to other 
American countries. Exact amounts of- 
fered would be determined by the Presi- 





AN ZONE OF DEFENSE 





dent. Policy laid down by President 
Truman is to offer equipment in small 
amounts so as to avoid putting a financial 
burden on any country. The policy calls, 
also, for avoiding armament races. 
Terms of payment would be set by the 
President. Mr. Truman proposes to accept 
obsolete equipment of non-American 
make in partial or full payment. Thus, the 
cost of U. S. equipment to other countries 
would be held down and there would be 
no net increase in arms in Latin-America. 


U.S. training of Latin-American off- 
cers would become a permanent policy. 
U.S. military leaders declare standard- 
ization will result if the bill is adopted. 


Thus, task forces from various countries 
would be able to work together better 
than now is possible. 

A fight is likely when the bill comes 
up for action, probably at the next term 
of Congress. Support is strong among 
international policy leaders of both 
parties. But Senator Robert A. Taft, Sen- 
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ate Majority Leader, opposes it. 
others will fight it. 

Scramble for arms is not expected if 
the bill passes. Most countries in Latin- 
America are concentrating now on eco- 
nomic rather than military problems. 

Nearly all American republics would 
like to adopt U.S. equipment as stand- 
ard. Most favor uniform training and or- 
ganization. For they want to be ready to 
fight together, if necessary, to defend the 
Western Hemisphere under the treaty. 


And 
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Report on World Diplomacy 


THE STORY OF MARSHALL’S FAILURE 
AS A DIPLOMAT IN WAR-TORN CHINA 


General's experience as a background for his present post 


How does a military man ap- 
proach diplomacy? Frank Rounds, 
Jr., who has just completed more 
than a year and a half of reporting 
in China for World Report, answers 
that question in this article. He 
writes an appraisal of Gen. George 
C. Marshall, with particular refer- 
ence to the unsuccessful mission so 
painstakingly carried on in the effort 
to mediate between China's warring 
factions. 

This first-hand observation of Gen- 
eral Marshall in the role of diplomat 
forms a significant background for 
evaluating the methods and policies 
of the present Secretary of State at 
Washington. 


eer yen OF STATE George C. Mar- 
shall has what often is spoken of as 
a military mind. That mind, which 
President Truman believes to be one 
of the most penetrating, best disciplined 
intellects ever trained in America, now 
is being used for diplomatic purposes. 
The result is proving to be something 
new in U.S. history. 

What does military thinking mean to 
American international policy? How 
does a soldier’s direction, shifted from 
the battlefield, affect the conference- 
table strategy of a diplomatic office? 
How does a man who is essentially a 
general handle dictators and prime 
ministers, international economists and 
politicians? What happens when a na- 
tional leader, who has devoted 50 of 
his 67 years to military matters, turns 
his attention to bread and coal, world 
trade and global politics? 

Answers to these all-important ques- 
tions—guideposts to future State De- 
partment policies—can be found in Mar- 
shall’s first important diplomatic job, 
his mission to China in 1945-47. 

Not all military men, of course, are 
the same. Marshall is an individual, and 
a unique one. But from the moment he 


landed, full of hope, in Chungking, in 
December 1945, to the day he de- 
parted, full of failure, from Nanking, in 
January 1947, he revealed, on the 
whole, exactly how a military man 
turns into a diplomat. Month after 
month, play by play, Marshall showed 
how his soldier's conditioning and 
training influenced his thoughts and 
actions, and hence American policy in 
Washington. 

Most obvious was the fact that 
“power” is the key word in Marshall's 
vocabulary. In his tireless efforts to stop 
the civil war between the National 
Government of Chiang Kai-shek and 
the rebel Communist regime—and that 
was the sole purpose of his mission— 
Marshall always approached the prob- 
lem from the realistic point of view of 
military strength. 

At once, he realized that the daily 
progress of his negotiations with the op- 
posing representatives depended al- 
most entirely on the military situation 
at the moment. In other words, he knew 
that at a given time, the party holding 
the initiative in the field enjoved the 
advantage in the conference room. 

That was practical politics—based on 
power, physical and _ psychological. 
When both the Nationalists and the 
Communists realized that Marshall in- 
stinctively had such a basic understand- 
ing of their problem, they knew they 
were dealing with somebody who 
couldn’t be fooled. And that, of course, 
had a good effect. 

Since returning from China and tak- 
ing up his duties as Secretary of State, 
Marshall has revealed what his ap- 
preciation of power means to Ameri- 
can policy on the international plane. 
Now, for the first time in nearly 100 
years of haphazard relations abroad, 
the United States, guided by a soldier 
diplomat, carefully measures her world 
commitments according to the nation’s 
ability to back them up. It’s a matter 
of international interest that at the mo- 
ment when America has the most 
power, a former general has the re- 
sponsibility of using it. 


An outstanding characteristic of Mar- 
shall as a military man in a diplomatic 
role is his insistence on action. In China, 
Marshall showed he isn’t a talker, he 
doesn’t like wishy-washy words. Mar- 
shall listens attentively, then moves 
quickly and decisively. 

In Nanking, General Marshall once 
said: “A poor plan is better than no 
plan at all.” And on his return from 
China, in one of his first speeches as 
Secretary of State, Marshall quoted 
Justice Oliver Wendell Holmes: “Man 
is born to act. To act ‘s to affirm the 
worth of an end, and to 2ifirm the worth 
of an end is to create an ideal.” Thea 
Marshal] added: “So I say to you, as 
earnestly as I can, that the attitude of 
the spectator is the culminating frustra- 
tion of man’s nature.” 

The best example of Marshall's 


hatred for dilly-dallying was his forma- 
tion of a peace-team “Executive Head- 
quarters’ at Peiping. The purvose of 





MARSHALL AND COMMUNIST 
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General George C. Marshall held more than a thousand 
conferences in his efforts to end China's civil war. 

He spent 347 days in almost constant negotiations. 

Here was a task of transcendant importance. 

This report on his China mission explains General Mar- 
shall’s approach to diplomatic problems. 


é 
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this huge establishmeni imvolving 
thousands of men, tons of equipment, 
millions of dollars, was to set up ma- 
chinery for enforcing peace throughout 
China atter the first cease-fire order had 
been given. 

Few Americans or Europeans realize 
what a gigantic operation, what a 
unique, imaginative concept, the Execu- 
tive Headquarters was. Never before 
in the history of the world had such an 
experiment for peace been tried. It was 


_ typical of the Marshall approach—a 
_ plan, unusual but clear, ambitious but 
_ practical, designed to check the do- 
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nothing spectator attitude. 
Still another clue to Marshall's 


habits of thought was his attempt to 
give unity to U.S. affairs in China. 
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MARSHALL AND NATIONALIST 
Chiang Kai-shek got advice 
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Obviously, the idea of a single com- 
mand was a product of his war experi- 
ence. As a consequence, the Nanking 
Embassy is now undergoing an experi- 
ment whereby, for the first time in 
American history, all Army, Navy and 
Marine activities will be under the di- 
rect, over-all supervision of the local 
diplomatic representative. 

Although no publicity has been given 
to this move, the establishment of a 
co-ordinating «Executive Office” marks 
a significant departure in the conduct 
of U.S. affairs abroad. Profiting from 
his administrative troubles in China, 
where he found an embarrassing lack 
of consistency in the execution of Wash- 
ington policy, Marshall has convinced 
President Truman of the need for such 
action. 

Finally, very evident mdeed was the 
hot patriotism of an American soldier. 
For example, when U.S. marines were 
ambushed and killed by Chinese Com- 
munists at Anping a year ago, and, more 
recently, when the Marine ammunition 
dump outside Tientsin was attacked, 
and more American dlood shed, Mar- 
shall was flushed with rage. And there 
is no doubt that that anger entered into 
his thinking. 

One product of this high patriotism. 
this clear-cut devotion to countr\. was 
increased respect from those abo: him. 
Marshall's authority became greate: 
and greater—and explained, in a way, 
the silent, unsmiling atmosphere of his 
headquarters. Even when Marshall 
wore civilian clothes, you always felt 
as though you were “obeying” him. 

Linked with Marshall’s emphasis on 
power stands his soldier’s stress oh se- 
curity. Throughout the mission in 
China, the protection of American in- 
terests, in a military sense, was quite 
naturally a dominant concern for a 
man who had just led the U. S. Army as 
Chief of Staff in the greatest war in his- 


tory. This concern was never expressed 
in words, but it proved very real. 

Ironically, it was his underlying 
thought of U.S. security that indirectly 
undermined Marshall's effert t bring 
peace to China. It was responsivle, to 
some extent, for the failure of his mis- 
sion. Here, in outline, is what ‘iap- 
ened: 

From the start, it was clear that 
Uhina’s problem was not merely 2 mat- 
ter of internal bickering. It was, as 
weil, an international quarrel of real 
significance and danger. In China's 
fight, both Russia and the United States, 
without admitting it, automatically be- 
gan to take sides, or at least to show 
silent sympathy. Gradualiy, the Rus- 
sians lined up with the Chinese Com- 
munists, the Americans with the recog- 
nized National Government of Chiang 
Kai-shek 

As relations between Russia and the 
U.S. grew worse, the effect was felt 
within China. Marshall's chances as a 
mediator faded. He was automatically 
put in the untenable yositior of serv- 
ing simultaneously as an impartial judge 
and an interested stippoiter. 

U.S. security, in the eves oi Wash- 
ington, depends on a strong. stable 
China, fre. of Russian influence. That 
meant support—physical and moral—of 
the Generalis:imo’s Centra) Govern- 
ment. It also meant, in a nation split 
by civil war, that the party fighting the 
Goverment would suffer as a resu't. 

So, as Marshall continued to give spe- 
cific economic aid and military advice 
to Chiang Kai-shek, the opposing Chi- 
nese Communists became more and 
more suspicious of the General's real 
intentions. Marshall's efforts to mediate 
the civil war were prodigious. He held 
more than 1,000 separate conferences 
curing 347 cays of hectic, historic ne- 
gotiations. 3ut, ultimately, the Com- 
munists turned almost psychopathic in 
their distrust of him. The negotiations 
-ollapsed. 

Thus it seems plain that fear—fear of 
a real or possible enem_ —plays a lead- 
ing role in the mind of a military man. 
And, when it comes to planning for 
peace. this fear sometimes brings forth 
what is in fact a negative policy, rather 
than a positive platform on which to 
build friendly relations. Good will is 
not created. Instead, in this case, hatred 
for America developed. That, at least, 
appears to be the lesson learned in 


China. 





SEPTEMBER 16, 1947 * 23 














“RI 








—— Dispatch 


Reg. U.S. Pat. Of. 


OUTSIDERS TO DEVELOP BRAZIL'S OIL? 


Readiness of American firms to explore field if Government approves 


The Brazilian Government is trying 
to decide whether to clear the way for 
oil explorations that may have a sig- 
nificant effect on the world’s pe- 
troleum supply. 

Outside companies are ready to 
spend big sums of money testing and 
developing vast deposits of oil be- 
lieved to lie in Brazil. 

The question is whether to let out- 
side capital come in or to confine the 
job to Brazilian companies. 


o oo O90 


“If Brazil approves a petroleum law 
favorable to outside capital, at least $100 
millions in investments will flow into the 
country,” reports Bernard S. Redmont, 
staff correspondent of World Report, in 
a dispatch from Rio de Janeiro. 

“This money will be used for explora- 
tion and development of oil resources 
that some experts think may be among 
the greatest in the world. 

“An angry political debate is raging 

over the issue of participation of outside 
capital in oil development. 
@ “Production potential is so limitless, 
in the eyes of U.S. oil experts now pros- 
pecting in Brazil, that they hesitate to 
set minimum figures.” 

From a sixth to a fourth of the total 
area of the country is considered suf- 
ficiently promising to warrant geophysi- 
cal study. Locations of the promising 
areas are shown on the accompanying 
map. 

Only fields that have been proved so 
far lie along the east coast, in the vicinity 
of Bahia. These fields have been brought 
in within the last five years. 

Production last year was only 67,000 
barrels. At the same time, Brazil im- 
ported more than 16 million barrels of 
petroleum and its products. Chief source 
of these imports was the Netherlands 
West Indies, where Venezuelan crude is 
refined in plants belonging to U.S. and 
British-Dutch interests. Shipments from 
Venezuela and the U.S. to Brazil also 
were considerable. 

Present production now is about 300 
barrels a day. But good wells, brought in 
within the past year, are shut in because 
of lack of refinery capacity. If this ca- 
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Reported from RIO DE JANEIRO 


pacity were available, Brazil’s 40 wells 
could produce a little over 4,000 barrels 
a day. 

Even this production would not begin 

to meet domestic needs. For consumption 
of petroleum products in Brazil is a third 
greater today than it was before the war. 
Now, railways are buying Diesel loco- 
motives. The number of automobiles and 
trucks is increasing. Farm mechanization 
is beginning to get under way. Demand, 
thus, is increasing. 
@ Barriers to development on a larger 
scale have been a 1934 law and a provi- 
sion of President Getulio Vargas’ 1937 
Constitution which kept non-Brazilians 
from exploiting mineral resources. The 
National Petroleum Council, a branch of 
the Government, has charge of explora- 
tion and development. 

U. S. advisers including Herbert 
Hoover, Jr., are giving technical help to 


= | 
os Brazil 3,275,510 sq. miles 
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the Council. U. S. geophysicists are mak- 
ing tests at the mouth of the Amazon 
River and in the Curityba area, in the 
Parana River valley. Drilling on Marajo, 
an island as large as Denmark that lies 
at the mouth of the Amazon, is scheduled 
to start next year. A Brazilian firm, the 
Companhia Brasileira de Sondagena, has 
begun to sink a series of 10 test wells in 
the State of Sao Paulo, in the eastern 
part of the Parana basin. 

Funds of the Council, however, are 
limited. It has had only about $19 million 
to work with since it was established in 
1937. The Government has been piling 
up big deficits regularly. It cannot ap- 
propriate large sums of money for the 
Council. Thus, exploration is going for- 
ward slowly. 

@ Source of hope for oilmen is the new 
Constitution, adopted last year. Under 
this Constitution, mineral resources can 
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be used by Brazilians or by enterprises 
organized within Brazil. Conditions of 
this use must be fixed by statute. Exact 
nature of this statute now is the subject 
of a tug of war in the Government. 

Army nationalists, along with Com- 
munists and other political opponents of 
the Administration, want to limit oil de- 
velopment to Government monopoly. 
Others favor granting exploitation rights 
only to Brazilians. 

President Eurico Gaspar Dutra and 
strong political forces, on the other hand, 
want to let outside capital take part in 
oil exploitation. They know that their 
Government is not in a position to do the 
job. They doubt that private capital in 
Brazil would be able and willing to take 
the big risks involved in large-scale ex- 
ploration. And they recognize that know- 
how and equipment would have to come 
mainly from the United States even if 
Brazilian capital would undertake to do 
the job. 

Actual drafting of the proposed stat- 
ute is the task of a commission appointed 
by the president of the National Pe- 
troleum Council. The first draft, although 
kept secret, was reported to be highly 
nationalistic. Now a new draft, believed 
to be less unfavorable to outside capital, 
has been prepared. 

The final draft may provide for de- 
velopment by mixed corporations of Bra- 
zilian and outside capital. Or it may pro- 
vide for concessions, with the payment 
of royalties and taxes to the Government, 
on the order of oil concessions in Vene- 
zuela. 

Oil companies are cool toward the idea 
of mixed corporations. They prefer to get 
concessions, provided the terms are ac- 
ceptable. Their operations in Venezuela 
have shown profits and at the same time 
have made the Venezuelan Government 
one of the most solvent in the worid. 

Decision on the form of the law will 
be up to the Brazilian Congress in the 
end. Prolonged debate is likely. Several 
months probably will elapse before the 
law finally is passed. 

“Oil companies now marketing in 
Brazil express keen interest in the prog- 
ress of the bill,” Redmont reports. “They 
are ready to pour millions of dollars into 
exploration and development. 

“These companies include Standard of 
New Jersey, the Texas Company, the At- 
lantic Refining Company, Gulf and Shell. 
Socony-Vacuum and Union also are 
watching the situation closely. 

“The Texas Company already has 
initiated talks with officials of the port of 
Vitoria on the construction of oil-han- 
dling facilities there.” 

If a favorable law finally is passed, 
and if concessions are offered on an at- 
tractive basis, there will be plenty of 
takers. And if potential fields live up to 
expectations, Brazil] eventually will be- 
come an important contributor to world 
supplies of petroleum. 
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WHY U.S. OBJECTS TO PLAN 
FOR REDISTRIBUTING GOLD 











Reported from London 
and WASHINGTON 


Goods, not gold, are now the most 
urgent need of a greater part of the 
world. 

Sharing U.S. gold, economists say, 
would give an inflationary kick to 
prices everywhere. 

Countries, needing goods, quickly 
would sell the gold back to the U. S. 
at $35 an ounce, and use the dollars 
to buy American products. By this 
reasoning, the most likely result would 
be to bid up prices and to postpone 
sound business recovery abroad. 
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U. S. officials do not take seriously pro- 
posals to “redistribute” America’s $22 
billion worth of gold. British Foreign Sec- 
retary Ernest Bevin’s suggestion that the 
bullion held in U.S. vaults be parceled 
out to Europe would complicate, not 
ease, the present troubles of the world. 

In the U.S. and Europe, planning for 
recovery now is concentrated on trying 
to get a closer balance in industrial pro- 
duction among the nations. If that can 
be done, then monetary problems will 
be approached on an international basis. 
@ Gold reserves, meanwhile, are becom- 
ing a sore spot with many countries. They 
find they have to sell parts of their gold 
supply in order to buy the things they 
need. Thus, gold stocks abroad tend to 
dwindle while American reserves go up. 

Britain expects to dip into her two bil- 
lion dollars’ worth of gold to pay for U.S. 
purchases late this year unless she can 
replenish her supply of dollars some other 
way. The prospect is unpleasant to Brit- 
ons eager for the pound to regain its 
traditional importance in world trade. 

Even a gold reserve of two billion dol- 
lars is embarrassing to British officials 
who contrast it with the U. S. stock worth 
11 times that much. Newly mined gold 
from countries of the sterling area will 
give Britain some help, but not enough. 

Other nations of Europe also are be- 
ing squeezed as they use up their gold re- 
sources. France probably has no more 
than $400 million left. Latest figures 
from the Netherlands show her gold re- 
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serve down to $218 million. Norway re- 
ports $77 million and Turkey $226 
million. Belgium is better off, with a gold 
reserve of $639 million. 

q@ U.S. store of monetary gold now is 
$21,766,000,000, about 60 per cent of the 
world’s known supply. The general fund 
of the U.S. Treasury owns a billion dol- 
lars of American reserve. Most of the bal- 
ance belongs to the Federal Reserve 
System. It is required by law to have in 
gold at least one fourth of the combined 


value of the paper money it has issued and 


the deposits in Federal Reserve banks. 
For that purpose, about $11 billion is 
set aside now. The remainder, with the 
Treasurys one billion, would provide 
$10,700,000,000 that the U.S. legally 
could spare even if the full sum were 
appropriated for aid abroad. 
@) Safekeeping of U.S. gold is divided 
among a number of big vaults spread 
across the country. 
Bulk of the bullion—$12,600,000,000— 
is stored in the depository at Fort Knox. 
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ERNEST BEVIN 
His eye was on Fort Knox 


This strongbox in the Kentucky hills was 
built in 1936 as a security measure be- 
cause of the growing threat of war. The 
vault is a two-story building, heavily 
guarded by the Bureau of the Mint and 
in constant touch with the military forces 
of the Fort. 

The gold is kept in bricks about six 
inches long and weighing 27% pounds 
each. A ton of these bars is worth one 
million dollars. 

Other vaults include the one at the 

Denver Mint, where $5,700,000,000 in 
gold is held, those at the New York Assay 
Office and the New York Federal Re- 
serve Bank, which together have three 
billion dollars in gold, and the vault of 
the San Francisco Mint, where gold 
worth $417 million is stored. 
q@ First big gains in U.S. gold stocks 
came as a result of World War I. They 
rose by almost two billion dollars, at 
the old value of $20.67 an ounce, be- 
tween 1914 and 1921. 

An overnight increase in the U.S. 
reserve came in 1934 when the value of 
gold was changed to $35 an ounce by 
President Roosevelt. That changed the 
worth of U.S. holdings from $3,228,- 
000,000 to $5,464,000,000. 

Then political uncertainty in Europe 

sent much capital to the U. S. for invest- 
ment or safekeeping. At the same time, 
other countries were buying more from 
Americans than they were selling to the 
U.S. To settle up such deals, govern- 
ments abroad had to sell gold to the U. S. 
Stimulated by the new price. U.S. mines 
also were pushing production and selling 
their output to the Government. By 1941, 
the U.S. Government was holding $22.- 
700,000,000 in gold. 
@ What is needed by most countries 
now is goods rather than gold. A new 
division of U.S. bullion could help them 
for a short time. But, before long, the 
gold would have to be spent in the U. S. 
for food, fuel, fibers and machinery. 

With the U. S. still the principal source 

of such products, a sudden increase in 
European buying could force up Ameri- 
can prices. Then Europe would have to 
pay even more for its needs. 
@ The prospect is that U.S. officials 
will not take seriously any proposal that 
promises only temporary help for Europe, 
such as parceling out gold. They want a 
program that will bring progressive in- 
creases in European output. 

The Bevin idea therefore is likely to be 
sidetracked quickly. National pride re- 
lated to gold is to be given little consider- 
ation. Inequalities in gold reserves may 
get attention in the years ahead, but they 
are not listed as an urgent problem by 
the U.S. today. 
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Western Europe's needs are a puzzle to many people. 





The U.S. has poured in $11 billion in gifts and loans since V-E Day. Still 
the Western Europeans say they need at least twice as much more. 

Why are they still flat on their backs? 

Is a lack of dollars the only thing holding them back? 

These are the questions Americans are asking, as the time for decision on 
further outpourings of dollars comes near. 





These are the answers, stripped down to fundamentals..... 

Food again is short in Europe. That is the urgent, present fact overshad-= 
Owing all others. Bad weather, both last winter and this summer, has taken its 
toll. Fertilizer, farm equipment and draft animals are scarce. Virtual cut-off 
of supplies of grain from East Europe makes necessary big imports from outside 
Europe. Farmers in West Europe, when they have produce, refuse to sell much of 
it. Industrial workers and city dwellers suffer as a result. They become 
listless or go foraging for food in the country. 





Coal shortage remains acute. Half a billion dollars a year are being spent 
on U.S. coal. Still there isn't enough in Western Europe. Effects fan out. Coal 
governs steel, power, light, heat production. Coal governs fertilizer output. 


Steel is scarce. Western Europe produces 35 million tons, has capacity for 
50 million. But steel mills must be modernized. Old equipment wastes man power 
and materials. Steel shortage means that farmers, miners, machinists, railroad 
men don't have the tools they need. 


Timber deficit in Western Europe is So acute that construction of 700,000 
dwelling units will be postponed this year. Overcutting during the war stripped 
the forests. In Scandinavia, lumber is used for fuel since coal iS So Scarce. 
Paper and wood for packing are hard to find. Poor packaging causes wastage. 





Machinery output is hampered by the combined shortage of skilled labor, 
steel, coal, copper, lead, zinc and the like. Spare parts, if available, could 
bring thousands of machines back into operation. Much of the machinery is 
German. U.S. specifications for machinery parts are different from European. 





Rail transport looks like the big weakness in Western Europe. Railroads 
outside of Germany have only 70 per cent of their prewar equipment. It's worse 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


inside Germany. Everywhere freight cars are hoarded. They are overloaded. A 

quarter of them are laid up. Repair shops can't keep up with breakdowns, haven't 
the parts or steel. Speed of trains is limited by poor roadbed and tracks, old 
locomotives. Seasonal peak of freight movement this autumn will be a severe test. 


Ports are a bright spot. They are comparatively efficient. Since exports 
are low, more imports could be accommodated. 





Shipbuilding is increasing. In Western Europe's shipyards, 5,500,000 tons 
are being built; a greater tonnage is on order. More ships will mean a big sav- 
ing in dollars. Fewer U.S. ships will be used. But building ships is slow work. 


Chain reactions of shortages are holding Western Europe bacKk.eeceee 

Thus, low coal production keeps down steel output. The shortage of steel, 
in turn, means fewer coal cutters, drills, hoists. This limits coal output. 

Breaking the vicious circle is the first task. 

Larger over-all production in Western Europe must start with food and coal. 
All other activities are dependent on them in one way or another. 

High priority must be given to rail equipment and repairs and to bridges. 
If coal and food can't be moved freely from place to place, help to other indus- 
tries means little. 

Larger production of goods will cut down inflation and black markets. 

Currencies will then regain value. 

Trade between European countries can then climb out of the barter stage. 

But all these things depend on breaking the circle first. 

















That's why Western Europe wants help. 

A stalemate has been reached in production. 

Things can get worse before they get better, because of food shortages. 
A desperate winter may be approaching. 

The time for help is now, leaders of these countries feel. 

Delay will only increase the cost in dollars and human misery. 














Time and dollars both are running out fast. 

At present, Western Europe has these dollar resources: 

Holdings of gold and dollars of about six billion dollars. Most of this 
Should not be spent, must be kept for currency reserves and working funds. 

U.S. securities worth two billion dollars. Selling these depends on willing- 
ness of owners to bring dollars home or on ability of governments to requisition. 

Loans in dollars, still undisbursed, total around $1,250,000,000. These in- 
clude credit of the U.S. Export-Import Bank, the balance of the British loan, 
and loans of the World Bank and the Monetary Fund. : 

U.S. relief for Western Europe and Greek aid add up to $950 million. 

All these sources together total about $10 billion. 

But perhaps only about five billion can be touched. 

That amount will keep Western Europe going for less than a year. But some 

















countries have more dollars than others. Even if these dollars could be pooled, 


it looks as if they would run out in the spring. 


So, something is going to have to be done soon about Western Europe. These 
cold facts show why. Meanwhile, Washington is getting crisis-happy. 
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NEW PATTERN for Western Europe is 
A emerging from the debate on what 
to do with Germany. This pattern calls 
for a strong Western Germany as the 
dynamo of European recovery. No one 
is more pleased with this—or more re- 
sponsible for it—-than the United States 
Military Governor in Germany, GEN. 
LUCIUS DUBIGNON CLAY. 

@ Clay’s ideas now make him the center 
of a vital controversy. 

In essence, the dispute is whether or 
not to rebuild a strong Germany. The 
argument involves Europe's prosperity. 
Its outcome also may influence the Con- 
tinent’s military security. 

Clay wants German industry put to 
work. He considers Western Germany 
an ideal powerhouse for Europe's recov- 
ery. His idea is to fashion in Western 
Europe a bulwark against communism 
built around a prosperous Western Ger- 
many. 

Acting on these beliefs, Clay has 
clashed with those who want to keep 
Germany industrially weak—notably the 
Government of France, invaded three 
times by Germany in 70 years. 

At Clay’s insistence, a new level of in- 
dustry for Germany has been proclaimed 
in the British and U.S. zones. This per- 
mits the Germans to double their output 
of steel and machinery. They may now 
keep thousands of factories that original- 
ly were slated to be sent out of Germany 
as reparations. 

Clay also is handing over responsibility 
to the Germans faster than the French 
and some British officials think wise. He 
favors full power for the Economic Coun- 
cil, staffed by Germans, which now runs 








Germany’s industry is 
going to be built up. 

How. much _ industrial 
might will be restored to 
the Germans? 

Gen. Lucius D. Clay, 
champion of a_ strong 
Western Germany, stands 
in the center of an Allied 
controversy over plans for 
European recovery. 
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economic affairs in the combined U. S.- 
British occupation zone. He has been 
pressing the British to let Germans run 
the coal mines in the Ruhr basin. These 
vital mines now are run by an Anglo- 
German administration in which British 
officials hold the key jobs. 

Socialism is not in Clay’s program for 
Germany. Here, too, he differs with the 
Socialist Government of France and the 
Labor Government of Britain, headed by 
old-line Socialists. Largely at Clay’s in- 
sistence, the Ruhr coal mines still belong 
to the private companies that have al- 
ways owned them. Clay believes sociali- 
zation would upset coal production. He is 
urging that the whole question be post- 
poned for five years. Indications are that 
he will have his wav 
@ Clay’s power to <c his way comes 
from the fact that he is backed by the 
authority of the United States Govern- 
ment, At a time when all Europe looks 
to the United States to keep it from going 
broke, no one wants to argue with Wash- 
ington. 

Within Germany, Clay holds more 
power than any other individual. He 
rules the U.S. occupation zone. Since 
the merger, his ideas now influence the 
British zone. The General sets the terms 
that will decide whether the French 
zone joins or remains out of a unified 
Western Germany. Only the Soviet zone 
of Germany is completely outside Clay’s 
influence. 

The relations between Clay and the 
Government in Washington were strik- 
ingly demonstrated within recent weeks. 
During July, Clay was ready to announce 
the new level for German industry rais- 
ing permitted steel production to 10,700,- 
000 tons a year. The French member of 
the Allied Commission in Berlin pro- 
tested, but Clay disregarded him. The 
French Government in Paris then asked 
Washington to hold up announcement of 
the new industry levels. The U.S. State 
Department agreed and promised the 
French a three-power conference to dis- 
cuss the question. 

When Clay heard of this, he threat- 
ened to resign. The War Department was 
so upset that the new Secretary of War, 
Kenneth C. Royall, flew to Berlin almost 
as soon as he was sworn into his job. 
Royall stayed with Clay only a few days, 
long enough to assure Clay that he would 
get support from Washington, When the 
three-power conference on German in- 
dustry opened in London last month, the 
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Some call him a viceroy 


French were told they could express their 
views but could not negotiate as equals 
to change the industry levels. 

Another indication of Clay’s position 
is his relationship to the State Depart- 
ment. The official in charge of Occupied 
Territories at State is Charles E. Saltz- 
man, once a student in an engineering 
class at West Point where Clay was the 
instructor. Now he is technically the su- 
perior of Clay on matters of policy that 
involve the State Department. But he 
never differs with Clay's views on im- 
portant matters in Germany. 

@ Clay’s habits have not been affected 
by his difficult job in Germany. 

The General still works as hard as he 
did last March when he took over full 
responsibility for the U.S. zone. He gets 
to his Berlin office by 8 a.m., rarely leaves 
before 7 p.m. 

Clay understudied two years for his 
present job. He served as deputy to 
General Eisenhower in the first months 
of the enemy collapse in Germany, and 
then as deputy to Gen. Joseph T. Mc- 
Narney. 

Now that he has the top job, Clay’s 
critics sometimes call him the American 
“viceroy” in Germany. But the only mili- 
tary display at his headquarters is a 
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guard of two M.P.’s to check visitors’ 
credentials. 

Iron self-discipline is still Clay’s watch- 
word. It is a quality that helped him 
rise from rank of major in the Engineer 
Corps before Pearl Harbor to become the 
Army’s Director of Materiel in the early 
years of the war and then deputy mo- 
bilizer of the American home-front war 
effort. 


@ Clay’s position now is much more in- 
fluential than his title implies. 

He sets the pace for Western Ger- 
many’s revival, Any month now he may 
have to take over the British zone of 
Germany if London finds its upkeep too 
expensive. His prescription of a strong 
Germany may become a basic ingredient 
of the Marshall formula for U.S. aid to 
European recovery. 


Fear of Collapse in France 


HE FRENCH ARE FEARFUL that United 

States help may come too late to 
save France from economic collapse this 
winter. They worry that the U.S. Gov- 
ernment may give priority to the German 
problem, leaving France in a crisis born 
of wheat and coal shortages. 

The French fears add up to a big job 

for Hervé Alphand, director of economic 
affairs in the Foreign Ministry. Alphand 
is the French delegate at the Marshall 
Plan talks in Paris. But his real job is to 
convince the U. S. of the urgency of the 
French crisis. 
@ Danger in France rises from the need 
for wheat and coal. Alphand and his 
commercial attaches in Washington are 
stressing to American planners these 
facts: 

Bread rations officially are down to six 
ounces daily. Actually, they are being cut 
to five ounces and less in some regions. 
Harvesters are getting only half the nor- 
mal yield of wheat from fields parched 
by drought. 

Demands for bread already are caus- 
ing trouble. Women in Paris demonstrate 
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for more bread, smashing bakery win- 
dows. Strikers in many industrial areas 
are placing demands for more bread be- 
fore demands for more pay. 

To maintain even the present short 
rations, France must import three million 
tons of wheat through the spring. Vir- 
tually all this must be purchased with 
U.S. dollars. 

Imported coal also requires dollars. 
France’s only hope of self-help toward 
recovery lies in dollar-earning exports. 
To make these exports, France wants to 
import 25 million tons of coal a year. 

French miners are producing 5 per cent 
more than in 1938, but the country 
always imported fuel from Germany 
and from Britain. Now Britain has no 
coal for export. Germany's coal is to be 
used to help raise the level of industry in 
the Western zones. France is getting only 
about 370,000 tons a month from Ger- 
many. 

As a result, France is buying expensive 
U.S. coal. Imports from the U.S. last 
month totaled 1,700,000 tons. These pur- 
chases are a drain on France’s dollars. 
French miners, led mainly by Com- 
munists, are asking why the U. S. does not 
permit France to import more German 
coal. 

France's supply of dollars is running 
out. There is virtually nothing left of the 
$250 million borrowed from the World 
Bank four months ago. Now that Britain 
has suspended the conversion of pounds 
to dollars, France cannot exchange the 
$60 million worth of pounds earned by 
her exports to Britain. 

A slash in French buying in the U. S. 

is designed to cut imports by one third. 
Current purchases are restricted to wheat 
and coal. Even such economy will not 
carry France much beyond January. By 
that time, even France’s gold holdings 
will be spent unless the World Bank ap- 
proves another loan and the U. S. grants 
more credits. 
q A Communist revival in France is a 
real possibility under such conditions. 
Since last May, when Premier Paul Ram- 
adier formed a non-Communist Cabinet, 
the Communists have been losing pres- 
tige. As winter comes, the French Com- 
munists hope to profit from the nation’s 
reaction to hunger and cold. 

There are to be municipal elections 





France’s shaky econ- 
omy may collapse before 
U.S. aid takes hold. 

Shortages of food, coal 
and dollars are pushing 
the country toward a 
winter of disaster. 

Hervé Alphand, 
schooled in diplomacy, 
has the job of winning 
help from America before 
the crisis comes. 











throughout the country in October. It is 
possible that Russia may send in some 
wheat as a token of sympathy, just be- 
fore the elections. What is more, France 
hopes to get some coal from Poland, now 
a Russian satellite. As a result, French 
Communists, as friends of Russia, expect 
to gain votes. 

@ Ammunition for Alphand to use in 
talks to Americans is coming out of 
France's present plight. 

At London last month the U.S. and 
Britain agreed to increase the level of 
industry for Western Germany. But Alp- 
hand reminded Americans that France 
got loans from the U.S. on the promise 
ef turning out 12 million tons of steel by 
1951. Now the U. S. and Britain are con- 
sidering an increase in the amount of 
coke France is getting from Germany. 

At Paris, in the Marshall Plan talks, 
Alphand gave full support to a proposal 
for a customs union for Europe, which 
he knew was desired by U.S. planners. 
He also lost no opportunity to remind 
Americans of France’s urgent need for 
wheat and coal. 

France's economic bargainer comes 
from a family with a 200-year record in 
French diplomacy. His father was am- 
bassador to Moscow between the wars. 
The son, a financial prodigy at 27, was 
sent to Turkey as French adviser on 
financial matters. Turkish diplomats, sur- 
prised at his youth, asked politely: 

“When does your father arrive?” 

From 1940 to July 1941, Alphand was 
financial attache at the French Embassy 
in Washington. He quit to become eco- 
nomic adviser to the Free French in Lon- 
don. During the war, Alphand’s wife 
earned a living in the U.S. by singing 
French songs in a New York night club. 

Alphand, now 40, is convinced that the 
political and economic future of France 
and of Western Europe depends on what 
the U.S. does in the next year. He is out 
to persuade the U.S. that the key to 
European recovery lies in French re- 
covery. 














Private operator makes a roaring success 
as cowboy in Russia’s collective economy 


MOSCOW 

NE OF SOVIET RUusSIA’S lesser known 
O citizens is a cowboy by the name 
of Sergei Ivanovitch. Sergei has an un- 
usual job, one he built up himself. It 
isn't mentioned in the Five-Year Plan. It 
helps feed a few Soviet citizens, but its 
primary purpose is to put rubles in Ser- 
geis pocket. And at that it is a roaring 
success. Sergei is one of the private op- 
erators in Russia's collective economy. 

Accurately speaking, Sergei is really 
a cowherd, rather than a cowboy. He 
wears no chaps or spurs and rides no 
pinto pony. His job is to play watchman, 
nurse and milkmaid to 42 healthy-look- 
ing cows in a village 40 miles from 
Moscow. 

One of these cows belongs to Sergei 
and his wife. The rest are owned pri- 
vately by workers at a nearby brick fac- 
tory. Most of the workers own one cow, 
but some own two or three. Unable to 
take care of their cattle themselves, they 
hire Sergei to do it for them. 

For all concerned, cow owners and 
cowherd, it is a profitable business. A 
cow can earn more money for a brick 
worker in a week than he can earn him- 
self in a month. 

To the casual city dweller, Sergei does 
not look like or talk like a sharp busi- 
nessman. He is 51, tall, lean and un- 
shaven. Several of his front teeth are 
missing. He dresses in black whipcord 
breeches, black leather boots, a grey 
flannel shirt, open at the neck, a brown 
leather jacket and a nondescript cloth 
cap. 

When I met him one Sunday after- 
noon, he was sitting under a tree by the 
side of a highway, surrounded by his 42 
cows. He was eating a simple lunch of 
black bread and porridge-like soup into 
which he ladled fresh, warm milk. His 
brow was wrinkled, however, because he 
was trying to puzzle out one of the mys- 
teries of modern civilization—reforesta- 
tion, 

For some time, Sergei has been taking 
his cows to graze in a field controlled by 
the State Forest Administration. In re- 
turn for this privilege, he and his fellow 
cattle owners contribute several hours 
ot labor weekly in the nearby forests. 
Mainly, they clear brush. Sometimes 
they chop down trees marked for fire- 


wood or lumber. But for the past few 
weeks they have been doing a new job— 
planting saplings of fir trees. 

“What I can’t understand,” said Sergei, 
“is this: Why should we be doing all 
this work planting such small fir trees, 
when everywhere hereabouts there are 
forests with big trees in them.” 

Backward though he may be about 
reforestation, Sergei has a _peasant’s 
shrewdness about his own business of 
cows and milk. The arithmetic of it is 
quite complicated, but he has all the 
figures at his finger tips. Here is the way 
it works, if we convert rubles into dollars 
at the rate of one ruble equaling 5 cents, 
a more accurate approximation of the 
ruble’s real purchasing power today than 
the official rate of 19 cents: 

Milk brings a dollar a quart on the 
open market in Moscow. Sergei’s cow 
averages 10 quarts of milk a day the year 
around. That means $300 a month. Dur- 
ing six months of the year, his cow 
grazes on public land at no monetary 
cost. During six months of cold weather, 
his cow consumes garbage swill and 
about 350 pounds of hay a month, which 
costs him about $60. 

Averaged over the year, therefore, 
maintenance costs are $30 a month. 
Receipts for sale of milk are $300 a 
month. Gross profit: $270 a month. Not 
bad. 

On top of this, of course, Sergei has to 
pay taxes on his cow. But they are not 
too burdensome, particularly, if you 
know your way around. And Sergei does. 

Sergei pays an annual tax of $25 in 
cash, plus compulsory sales of meat and 
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milk to the state et low prices. His quota 
is 260 quarts of milk and 88 pounds of 
meat annually. 

For his milk, Sergei is paid 7% cents 
a quart by the Government, 10 times the 
price paid by the state to collective 
farms for their compulsory deliveries. 
But compared to the dollar a quart his 
milk could bring on the open market, 
this amounts to an annual tax of $240.50. 

For his meat, Sergei is paid $1.50, 
less than 2 cents a pound. He complains 
that this is the fault of the district au- 
thorities, who could get permission from 
Moscow to pay double that price, if they 
took the trouble. But he says he and his 
fellow cow owners don’t make much of a 
fuss about it, because the total amount 
of money involved is so small. 

Since Sergei owns no livestock except 
his one cow, obtaining meat for com- 
pulsory delivery to the state might seem 
to ir olve serious problems. His meat 
must i. delivered alive, so that it can be 
inspected and slaughtered in sanitary 
conditions. Any kind of meat is accept- 
able from chickens to lambs. 

This year, Sergei grouped together 
with several other cow owners and pur- 
chased a fattened pig in the open market 
for delivery to the state. The cost of this 
transaction to Sergei was about $100. 

Most years, butter is accepted in lieu 
of meat or milk. Depending on the rela- 
tion of meat, milk and butter prices in 
the open market, Sergei may deliver 
none of his own milk to the state, but 
sell it all in the open market and buy 
back butter for tax purposes. But price 
ratios this year were such as to make 
milk and meat deliveries most profitable. 

It doesn’t take a certified public ac- 
countant to realize that Sergei’s profits 
are large. His taxes amount to $25 in 
cash, $240.50 in milk and $100 in meat, 
a total of $365.50 annually, or about $30 
a month. His income is $270 a month. 
Net profit, therefore, is about $240 a 
month. 

In addition, the brick workers pay 
Sergei $6.25 a month for each cow he 
tends. His care of 41 cows brings about 
$256 a month. Added to the profit of 
$240 a month for his own cow, this 
means a monthly income of $496. This 
compares with the Soviet factory work- 
er’s average wage of $39 a month and 
puts Sergei in Russia's top income 
brackets, along with factory managers, 
actors and professors. 

Sergei, however, gets no ration card. 
An ordinary worker can buy his month’s 
ration of food essentials at Government 
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ration stores for $12.80 a month. On the 
open market, this costs Sergei about $50. 
Sergei’s clothing costs are higher as well. 
An unrationed suit cost him $150, com- 
pared to $40 for a rationed worker. But 
few Russians buy more clothes than 
would be represented by the purchase 
of one suit a year. 

More than half of Russia’s livestock is 
owned privately by cellective farmers, 
laborers on state farms, workers who 
live in suburban areas and individuals 
like Sergei. Most Russians also grow 
vegetables privately on land allocated 
for their use. The profitability of private 


trade in the open market, which is legal 
for farm produce, explains why you hear 
Russians talk often about “collective- 
farm millionnaires.” 

Sergei tells a story that has become 
one of Russia’s favorite anecdotes since 
the war. It has to do with a collective 
farmer who was going to market with 
two pails, one tiny and one enormous. 

“What are you doing with those pails,” 
the farmer was asked by a passer-by. 

“Well,” came the farmer's reply, “I use 
the small one to bring milk to market. 
The large one is for the money I bring 
back.” R.K. 


Switzerland is luring tourists once more, 


especially Britons, with its ample rations 


ASCONA (SWITZERLAND) 

F YOU ASK A BRITON where he wants to 
I spend his vacation, the immediate an- 
swer is “Switzerland,” the one spot in 
Europe where one can “get away from it 
all.” Visitors to Switzerland actually are 
better off than the native Swiss. The 
Swiss are rationed, whereas tourists can 
get just about as much as they want, or 
their money can buy. And they take ad- 
vantage of the opportunities. 

When you enter the country, the Swiss 
Customs give you meal coupons for three 
days. These are replenished for the 
planned length of your stay at any ration 
board (through your hotel maid) with 
the result that you end up with a fistful 
of ration sheets, more than you can pos- 
sibly use. 

Two coupons are required for every 
meal, whether it’s a seven-course dinner 
or a light snack. The quality of meals 
and the service improves as you get 
away from the big cities, and the price 
falls. In many parts of the country, one 
can enjoy good accommodations and ex- 
cellent food for $4.50 a day, including 
the usual 15 per cent tip. 

Basic foodstuffs are rationed in shops 
and theoretically cannot be bought by 
tourists. A large package of pretzels, for 
example, will cost two MC’s (meal 
coupons). But the salesgirl lets you off if 
you tell her you've forgotten them. 
“Bring them in next time,” but it doesn't 
seem to matter if you never come back 
to that store. 

Cheese in countless variety are ra- 
tioned, but again “it doesn’t matter” if 
you don’t have the points. Not more than 
three bars of chocolate may be bought 
at one time as cocoa still is scarce and 
milk output is down. But you can go 
from shop to shop and fill up with all 
you want. 

The August sugar ration for adults was 
one kilo (2.2 pounds). The butter ration 
was down by one third from July to 7 
ounces. Meat was up half a pound to 15 
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pounds for the month. The bread ration 
has been cut by half a pound to 15 
pounds owing to the uncertainty of Ar- 
gentine wheat supplies. Eleven liters of 
milk (about 12 quarts) seem ample com- 
pared with the British ration of 6 quarts 
per month. 

Tea, coffee, candy, eggs, poultry and 
most cakes are unrationed and plentiful. 
Unsweetened jams and jellies may be 
bought off points. Children get somewhat 
smaller rations, except for milk, but they 
get all the rice that becomes available. 
Workers get additional rations in ac- 
cordance with the jobs they have to do. 
Ration coupons can be exchanged for a 
maximum of 200 meal coupons a month, 
so that the Swiss have to give up part of 
their rations when they eat out, although 
the rule is not strictly applied unless a 
full meal is served. 

Swiss shops are full of the good things 
of life that are absent in other countries 
on the Continent and Britain. Nylons, 
silks and clothing in general are plentiful, 
although it pays to wait for the monthly 
“bargain day” when you can get things 


for “up to 50 per cent less.” Cigarettes 
are only slightly above the U. S. price as 
against 67 cents for a pack of 20 in Brit- 
ain. Tourists can take up to five wrist 
watches out of the country at one third 
the corresponding London price. 

Among foreigners, the Britons are the 
most frequent customers, as Switzerland 
for decades has been a British tourist 
preserve. It was the British who really 
opened up the country by popularizing 
hiking, mountain climbing and winter 
sports. 

But British visitors now find them- 
selves strictly limited in what they can 
spend owing to Britain’s foreign ex- 
change problems. Not more than $160 
can be spent on a visit to Switzerland 
(this is going down to $140 on October 
first) and two thirds of this is good only 
for room and board. 

Trying to fill up a war-depleted ward- 
robe under these circumstances is diffi- 
cult and many Britons change their 
pound notes in shops for 11 frances (they 
get 17 francs per pound for their £40 
travel allowance) to buy clothes unobtain- 
able in England. The Swiss franc, backed 
by more than 100 per cent in gold and 
foreign exchange, is so strong that even 
dollar bills are sold at a discount from 
the bank rate for checks. 

In neighboring Italy, Swiss francs are 
sought after as a hedge against inflation, 
and a day and night smuggling trade 
goes on along the border. On Lake Como, 
inhabitants reported seeing a local ver- 
sion of the “Lock Ness monster.” The 
truth finally came out when the Swiss 
intercepted a two-man submarine that 
for weeks had been making trips twice 
a day across the lake with Italian silk, 
woolens and jewelry. Despite occasional 
bouts with Customs guards, some of 
them with sawed-off shotguns, the trade 
is so lucrative that new recruits replace 
those caught. 

The biggest catch so far was made by 
the Italian police who nabbed two Mila- 
nese sneaking over the border with 337,- 
000 Swiss francs (about $80,000). The 
money was confiscated and they were 
fined 25 million lire in addition (about 
$50,000 at the legal rate of exchange). 

Owing to low prices in Italy (when 
translated into Swiss francs sold on the 
black market), the Swiss who were shut 
up in their own country during the war 
years now are pouring into Italy. 

At the same time, Switzerland is mak- 
ing room for the thousands of foreigners 
who are looking for a seventh heaven on 
earth. But the inrush of foreign tourists 
is so great that the National Tourist Of- 
fice is trying to get school vacations 
changed so that Swiss families can make 
trips before and after the summer peak, 
leaving July and August for visitors with 
dollars, guilders, kroner and pounds. 
That’s the Swiss way of putting to work 
the one quarter of their country which is 
not arable but is rich in scenery. E.j.D. 
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PROGRAM FOR BRITAIN’S ECONOMIC CRISIS 


Recommendations by Federation of Industries on overseas and home problems 


(Statement of the Federation of British Industries out- 
lining what it believes should be done to meet Britain’s 
economic crisis, addressed to Prime Minister Clement 
Attlee on Aug. 28, 1947.) 


| IS SMALL WONDER that the nation finds it difficult to 
realize the facts of the economic crisis. For two years, 
the country has been taught to believe that we could fight 
two world wars, sacrifice all the savings of past genera- 
tions and turn our economy inside out by concentrating 
everything on war production, and still at the end be better 
off than we were before. There are no fruits of victory 
in total war. 

The Government’s decision to end free convertibility of 
sterling has terminated the availability of the American credit; 
the balance of the Canadian is running out. For a few more 
weeks, we can if we wish continue to bring into this country 
more than we can afford to buy, by throwing in our last re- 
serves of gold and exchange. After that, we shall have no 
choice in the matter; we shall be able to buy only what we 
can pay for in exports and services—exports that we must not 
only make, but 2:30 sell. 

Though the issue which has bee.» most dramatically placed 
before the country is the dollar crisi:, :e are convinced that 
equal importance must be attached to the inflationary posi- 
tion in which we find ourselves. Action should be taken now 
to prevent this basic trouble of inflation from gaining ground, 
with all its own evil consequences of rising prices, of still 
greater difficulties in export, of shortages and constant delays 
to production; in brief, of a total activity in excess of our 
capacity in machines, materials and man power. 

There is one way out of our immediate dilemma—but only 
one. It is, by restoring our credit with the rest of the world. 
If credit were only a matter of gold and exchange, such a 
task would in the short term be impossible. But credit is also 
—and even more—a matter of prestige and confidence. 
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. «- On Exporting Coal 


“Serious consideration should be given, 
even at the risk of some underemployment 
this winter, to making a good start with 
the export of coal to Europe, as an indica- 
tion of the genuineness of our wish to 
collaborate, and as a tangible means of 
assisting the economic recovery of those 
countries that form a large part of our 
traditional markets.” 


FEDERATION OF BRITISH INDUSTRIES 











Most of the world today is ready to write us off as finished. 
It has done the same before, and been wrong. By a demon- 
stration now of courage and genuine ‘determination to fight 
our own way clear, we could quickly turn world sentiment 
into a wish to help us to help ourselves. We shall need that 
help, for in the short term we cannot balance our accounts 
without it. 

How, then, shall we set about this task? 

It is never possible in times of great crisis to imagine in 
every detail all that will happen as events unfold. Each event 
reacts upon others, factors which are now unfavorable can 
turn to one’s aid. Our task is to start the processes that will 
not only earn the respect of the world and turn sentiment 
in our favor, but also set in motion helpful economic in- 
fluences. “Let us go as far as we can see, and then see how 
far we can go.” 

We make our proposals for the starting action that should 
now be taken. 


Overseas Questions 


European Collaboration 


The economy of Britain, taken alone, is that of a small, 
highly industrialized country that has lost many of the ad- 
vantages on which its industry was founded, and that cannot 
feed or support her population from her own resources. 

If it were not for the closeness of our ties with the British 
Commonwealth, and for the great sacrifices that the Domin- 
ions have always made to help us, our position now would 
seem hopeless. We think of the Commonwealth first as our 
partners in present difficulties, but it is no detraction to be- 
lieve also that we should recognize the inevitable closeness of 
our economic ties with Western Europe. A larger economic 
grouping of this kind represents, we believe, the essential 
foundation for the building of a system of expanding trade 
both in primary and manufactured goods. We urge the most 
strenuous efforts in response to the first moves made by Mr. 
Marshall, and the most earnest study of ways and means by 
which economic collaboration of this kind may be progressive- 
ly developed. The value of combining resources has proved 
itself in war, and might well be developed in peace, without 
in any way detracting from the evolution of that wider circle 
of international trade and interchange which is the ultimate 
obiective of us all. 

The situation in Western Europe as a whole is in general 
similar to our own. All these countries, which in the aggregate 
represented so great a traditional market for our goods, are 
facing the same inability to import and all alike will be driven 
in self-defense to impose import restrictions to conserve their 
resources. These countries and Britain alike face the need to 
do their utmost by their own efforts. All will have to show that, 
by mutual adjustments and even sacrifices, and future help 
that may-be given from America may really set in motion a 
process of recovery which will leave us all in the end self- 
supporting. We cannot expect America to work harder and go 
short on any other conditions. We believe that the approach 
toward economic collaboration in Western Europe transcends 
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in importance the narrow and shortsighted concept of na- 
tional interest. 

We therefore urge that all possible steps should be taken to 
indicate the desire of the United Kingdom to arrive at a basis 
of collaboration with the nations of Europe. Serious considera- 
tion should be given, even at the risk of some underemploy- 
ment this winter, to making a good start with the export of 
coal to Europe, as an indication of the genuineness of our 
wish to collaborate, and as a tangible means of assisting the 
economic recovery of those countries that form a large part of 
our traditional markets. 


Germany 


The experience of the last two years has convinced us that 
we cannot look for the economic recovery of Europe on which 
much of our future markets must depend, unless the industry 
of Germany is once again put on its feet. This need not in our 
view be prevented by the absolute and overriding necessity 
of suppressing Germany's war potential, as this point can be 
safeguarded by the prohibition of one or two key manufac- 
tures and the close control of certain raw materials, and does 
not necessitate the ruthless scrapping of German basic in- 
dustry. 

It is not pleasant for us to face the need to encourage the 
recovery of past competitors. Nevertheless, the dependence of 
Europe upon German supplies and upon Germany as a market 
is one which overrides the difficulties of fair competition, even 
bearing in mind that the Western zones of Germany have 
been in effect shorn of their home-grown food supplies, and 
must be expected to develop an intensive export drive of their 
own as a means of life. Clearly the position cannot be main- 
tained any longer in which, in our existing condition of dollar 
shortage, this country should have to draw on its last reserves 
in order to provide the dollar costs of the occupation and the 
feeding of the German populace in the British zone. The task 
of rehabilitating German industry is one that must be placed 
increasingly in the hands of Germans, freed in a high degree, 
and the supervisory work of the control commission devoted 
particularly to measures which will (a) prevent the effective 
restoration of Germany’s war potential, and (b) prevent un- 
fair competition. 


Capital Expenditure 


It is commonly agreed that inflation has to a very large 
extent been caused by the starting of more projects than can 
be finished, and thus has arisen a demand for more materials 
and labor than can be supplied. From this point of view 
alone, it is essential that a heavy cut in the national program 
of capital projects should be made. 

The same is true also because of the even more pressingly 
urgent need to reduce the gap in our overseas payment. 
The very large program of capital projects has not only 
involved the spending of foreign exchange on materials 
that would produce no return in the form of export sales, 
but also it has prevented the devotion to export purposes 
of the productive capacity and man power which it has 
absorbed. 

The inflationary effects of the capital expenditure program 
will not be overcome until the scale of expenditure is reduced 
to the level of true national savings. Total capital outlay is 
running at £ 1,600,000,000, and after removing self-balancing 
items, it is clear that the national and local government share 
of this enormous total is some £800 millions a year, Again 
omitting self-balancing items, net savings are running at about 
£350 millions (£200 millions from industry and £150 mil- 
lions from private savings). We draw the conclusion that the 
needed cut in capital expenditure is of the order of £450 
millions a year. We can no longer continue to finance the 
balance by borrowing it from overseas, and we recommend 
that cuts on this scale should be made, though it will not be 


34 © WORLD REPORT 





~Britisa (0... 


COAL: Essential to any increase in industrial production 


possible to redeploy the whole cut so as to reduce the over- 
seas debit by a like amount. 

It is not sufficient to leave it that there will be “a certain 
cutting down” of capital expenditure. This category in fact 
represents the one major opportunity for bringing about a 
really significant swing over of resources to purposes which 
directly and immediately pay for essential imports. We rec- 
ognize with regret that these necessary cuts, however care- 
fully discrimination is exercised in selection, will mean the 
postponement of many very desirable projects that we should 
like to see realized, but the country must earn them before 
it will be able to carry them out. Meanwhile, the swing over 
will create a tendency for man power that is temporarily un- 
employed to How toward the undermanned industries. 

Industry, too, will have to contribute its share in the re- 
duction of the program of capital projects. For the time be- 
ing, we are in the unfortunate position of having to sacrifice 
to some extent the long-term interest for surival in the short 
term. We are, in any case, of the opinion that far more in- 
dustrial capital projects have been started than there is any 
chance of completing within a reasonable time, and we accept 
that there will now have to be a more rigid justification for 
those that are to go forward in terms of the contribution that 
they will make toward the saving or earning of foreign ex- 
change in the short term. There can be little doubt that a 
recognition of the need to cancel projects would provide a 
stimulus to the development of “make do” measures and pro- 
duce returns comparable to the excellent emergency results 
achieved by many firms in fuel economy. 

Although reductions in capital expenditure will be likely 
to make the biggest individual contribution to the solution of 
our problem, other steps will be necessary, and we turn next 
to the question of increasing production and export sales. 


Home Production Problems 
Coal 


It is useless to talk about any increase in industrial produc- 
tion until steps have been taken to insure that the coal is 
available to support it. It would, moreover, be an impossible 
burden for manufacturing industry to carry on its own 
shoulders all the additional export which would be needed 
to make up for the present lack of export of coal itself, apart 
from which European countries requiring coal imports such 
as Scandinavia cannot accept manufactured products in return 
for the timber, etc., which this country wishes to import from 
them. We repeat our view previously expressed that the mini- 




















mum output which can support our economy in these respects 
is 220 million tons of coal a year of good quality. And we 
are glad to see that the proposals put forward by the Govern- 
ment now correspond fairly closely with this figure. 

Our earlier recommendation, if adopted, about the great 
importance of securing a basis of collaboration with Western 
Europe will obviously have the effect of increasing the short- 
term demand for coal, and we earnestly hope that the response 
of the mining industry will be such as to give the country a 
chance to rehabilitate itself. 

We realize, of course, the impossibility in dealing with 
the coal problem of treating it as if there were no differences 
in grade. Shortages of particular kinds of coal may themselves 
upset our whole economy even in the presence of a large total 
output, and in this connection we draw attention particularly 
to the overriding shortfall in the output of coking coals, and 
of the washed grades which are in such heavy demand from 
industry. | 

Coal distribution plans for the winter are already under 
detailed discussion between the Government and the Federa- 
tion. But it must be understood that the readjustment of the 
program of capital projects and the redeployment of labor 
and materials released from this program to other purposes 
of importance to our foreign exchange position will necessi- 
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tate a flexibility in the arrangements so that delivery of coal 
may be made to conform with the availability of materials 
industry by industry, and in the end firm by firm. We urge 
that most careful attention should be given to the distribu- 
tion arrangements in order to avoid the illogical instances of 
long hauls which are at present all too common. 


Electric Power 


We repeat all that we have said in earlier reports about 
the electricity situation. Schemes for evening out the load are 
now being worked out, and we have every hope that these 
will reduce to a minimum any restriction on production 
through overloading. We call on every industrial manage- 
ment as a patriotic duty to co-operate wholeheartedly in 
local schemes for staggering demand. 


Steel 


We agree that the proposal to increase the production of 
steel to 14 million ingot tons in 1948 should be possible, pro- 
vided coal and coke are made available in sufficient quantity. 


It would, of course, be made impossible if there were any 
question of subjecting the industry to the incalculable disloca- 
tion which would follow from the pursuit by the Government 
during the period in question of their objective of nationaliza- 
tion. The qualities produced within this over-all total tonnage 
must be carefully balanced to meet the needs of other indus- 
tries that are users of steel. 


Transport 


Any increases in the output of coal and steel are bound to 
react on the rail transport system, and we consider that internal 
transport remains one of our weakest points. Indeed, the 
same is the case throughout a large part of the world, and 
the aggregate of demand for rolling stock and materials for 
the permanent way is of the greatest importance in our 
whole economy. These considerations fully justify the high 
priority which has been accorded to the manufacture and 
repair of locomotives and wagons and the supply of steel 
rails for the permanent way. All possible assistance should be 
given by industry to insure a quick turnround of wagons. 


Controls 


It is in our view more than ever necessary that the Gov- 
ernment should recognize the feeling in industry that 
controls are imposed for control’s sake. They must dissi- 
pate that feeling, and must prove that in fact controls are 
subject to constant review. The country can no longer afford 
to retain a single unnecessary man in a control office, who 
can be released for more productive work, nor can indus- 
try effectively operate under the delays inseparable from 
controls. 

Whilst we firmly believe that the operation of free mar- 
kets and the price mechanism will best satisfy the needs of in- 
dustry, we acknowledge the impracticability of a sudden 
abandonment of all controls. We suggest that in each industry 
the controls specially concerned should come under intensive 
review between the Government and representatives of the 
industry, and that wherever the industry is able to accept 
responsibility for insuring conformity with essential elements 
of an over-all plan, this method be tried as a substitute for 
the imposition of controls administered by Government de- 
partments alone. 

We put forward the general proposition that control can 
itself cause or accentuate shortage, and we would expect 
marginal shortages frequently to disappear within a few weeks 
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under the stimulus of a free market and the operation of the 
price mechanism. We therefore urge that as soon as shortage 
is merely marginal control should go. 


Development of Export Sales 


That it will be very difficult indeed to build up export sales 
to levels a great deal higher than those already reached is 
obvious. The shortage of foreign exchange is a world problem, 
and other countries besides ourselves are imposing import 
restrictions for this reason. 

One helpful factor of great importance will follow the heavy 
reduction that we recommend in the capital expenditure pro- 
gram; namely, the freeing of materials. In the engineering 
industry in particular, large volumes of partly finished work 
are held up for the lack of balancing materials and are 
impeding other production. The flow and efficiency of pro- 
duction will benefit immensely when this difficulty is removed, 
and this factor will do perhaps more than anything else to 
enable firms to tackle exports with renewed vigor. The present 
entanglement in shortages is responsible in very large measure 
indeed for the production ills of today. 

We urge all industries to concentrate on maintaining the 
standard of quality which is associated with the term “Brit- 
ish made.” 

The whole question of costs is the main issue in our export 
prospects. We have not only to make the goods, but also to 
sell them in conditions of intense international competition. 
We view with constant alarm the way that coal, transport 
and other costs are fixed without any relation to considerations 
of what the market can bear. 

We ask for a general recognition that the true interests of 
us all lie in a constant devotion to the reduction of costs. We 
have for the time being to achieve this without the full scale 
of re-equipment that we would have wished to carry out. Our 
policy, until the nation can afford more for capital re-equip- 
ment, must be one of make do. Costs will benefit when work 
can be made to flow, following the freeing of raw materials, 
but it will take the concentrated efforts of all ranks in industry 
to reduce costs to the point of meeting competition. 


Imports 


Much as we should like to feel that the steps we have so 
tar recommended would solve our immediate problem, we are 
bound to admit that a large contribution will have to come 
from the further curtailment of imports. It is idle to say that 
we cannot close the gap in our overseas account. In certain 
circumstances, if we do not do so, it will be done for us, as 
our suppliers will refuse to send us what we need until they 
are paid, and we shall not have enough to pay them. 

Only the Government can decide where the cuts must 
be made. After all luxury imports have been stopped, they 
can in the main come from only two sources, raw materials 





. «- On German Industry 


“It is not pleasant for us to face the need 
to encourage the recovery of past competi- 
tors. Nevertheless, the dependence of 
Europe upon German supplies and upon 
Germany as a market is one which over- 
rides the difficulties of fair competition.” 


FEDERATION OF BRITISH INDUSTRIES 





» «- On Capital Goods 


“The inflationary effects of the capital 
expenditure program will not be overcome 
until the scale of expenditure is reduced 
to the level of true national savings. The 
needed cut in capital expenditure is of the 
order of £450 millions a year . . . For the 
time being we are in the unfortunate posi- 
tion of having to sacrifice to some extent 
the long-term interest for survival in the 
short term.” 

FEDERATION OF BRITISH INDUSTRIES 
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and food. It would be a policy of dispair to concentrate en- 
tirely on the materials for industry, as to close down manu- 
facture beyond a certain point would mean that no recovery 
is possible. 

We have noted the Government’s agricultural policy and 
we agree that the direct contribution that can be made to 
the overseas balance of payments makes such a policy neces- 
sary. At the same time, we are not convinced that the land 
and labor in the colonial empire is being sufficiently actively 
developed, and we recommend a considerable speeding up in 
that direction. 

To the extent that cuts in raw materials are inevitable, 
greatest discrimination will be needed in deciding where 
these should fall. The principle to be applied must be to 
give priority of import to those materials which can rapidly 
be turned to the best account in foreign exchange, either 
directly or indirectly. The earliest opportunity should be taken 
to give guidance to industry on this point, as otherwise it 
cannot plan its production ahead. A realization that certain 
material will not be forthcoming will throw up fuel and man 
power that can be directly absorbed in uninterrupted produc- 
tion on necessary manufacture elsewhere. 


Domestic Methods To Counter Inflation 


Direct action will have to be taken internally to counter 
existing inflation. To rely on a curtailment of capital projects 
alone would be insufficient, and it will still be necessary to 
reduce our total over-all expenditure. The Government must 
make its contribution by a drastic and aggressive review of its 
expenditure. Existing swollen staff especially must be re- 
duced and freed for directly productive work. We believe 
that a restoration of closer Treasury control of departmental 
expenditure is the only effective way of bringing this about. 

When it comes to the question of private spending, we 
admit that we are faced with a dilemma. We shall not obtain 
maximum production—the cure for inflation—unless there is 
some incentive to produce. The existing high rate of direct 
taxation and especially the system of P. A. Y. E., as at present 
administered, act as positive deterrents to production. Yet 
it is clearly impossible to face a period of further shortages 
of goods in the shops and the greater purchasing power that 
will come from longer working hours without anxiety. The 
effect of increased transport costs will be higher prices, and 
a progressive removal of subsidies would do the same. The 
savings movement will play its important part. Although 
such measures tend to absorb the additional spending power, 
we cannot tell whether they will be adequate to prevent 
fresh inflationary pressure reaching dangerous levels. 














Should it be decided to impose higher taxes, they must be 
devised in such a way as to leave the taxpayer with the feel- 
ing that extra effort is not penalized by inequitable taxation 
demands, We favor reliance on indirect rather than direct 
taxation. 


Meeting the Emergency 


We have sketched out in this document the road 
which we believe our country should follow. The emergency 


is of the greatest gravity, the prospect is grim and, for 
the moment, the road is uphill all the way. There is an 
essential need that our fellow countrymen should be told 
the facts in unmistakable terms, clearly and simply, and 
should believe that their Government is capable of leading 
them out of the difficulties that confront us. We now 
have to face a major surgical operation. Our plea is that 
this time the surgeons should cut deep enough to remove 
the cancer that will otherwise destroy us. It is probably 
our last chance. 





INTER-AMERICAN TREATY FOR DEFENSE 


Mutual assistance pact to prevent aggression within or against Hemisphere 


(Text of the Inter-American Treaty of Reciprocal 
Assistance adopted by 19 American republics at the 
Inter-American Defense Conference in Rio de Janeiro 
on Aug. 30, 1947.) 


T° THE NAME Of their peoples, the governments represented 

at the Inter-American Conference for the Maintenance of 
Continental Peace and Security, inspired by the desire for 
consolidating and strengthening their relations of friendship 
and good neighborliness and 

Considering: 

That Resolution 8 of the Inter-American Conference on the 
Problems of War and Peace, which met at Mexico City, 
recommended the conclusion of a treaty to prevent and repel 
threats and acts of aggression against any of the countries of 
America; 

That the high contracting parties reiterate their will to re- 
main united in the inter-American system, consistent with 
the purposes and principles of the United Nations, and 
reaffirm the existence of the agreement which they con- 
cluded concerning matters relating to maintenance of inter- 
national peace and secur#ty which are appropriate for 
regional action; 

That the high contracting parties reaffirm adherence to the 
principles of inter-American solidarity and co-operation and 
especially to those set forth in the preamble and declarations 
of the Act of Chapultepec, all of which should be understood 
to be accepted as standards of their mutual relations and as 
the juridical basis of the inter-American system; 

That American states propose in order to improve the 
procedures for pacific settlement of their controversies to con- 
clude the treaty concerning the “inter-American peace sys- 
tem” envisaged in Resolution 39 of the Inter-American Con- 
ference on Problems of War and Peace; 

That the obligation of mutual assistance and common de- 
fense of the American republics is essentially related to their 
democratic ideals and their will to co-operate permanently 
in fulfillment of the principles and purposes of a policy of 
peace; 

That the American regional community affirms as mani- 
fest truth that juridical organization is a necessary prerequisite 
of security and peace and is founded on justice and moral order 
and consequently on inter-national recognition and protection 
of human rights and freedoms, on the indispensable well- 
being of the people and on the effectiveness of democracy 
for international realization of justice and security; 

In conformity with the objectives stated above and in order 
to assure peace through adequate means, to provide for effec- 
tive reciprocal assistance to meet armed attacks against any 
American state and in order to deal with threats of aggression 
against any of them, have resolved to conclude the following 
treaty: 


Article 1 


The high contracting parties formally condemn war and 
undertake in their international relations not to resort to threat 
or use force in any manner inconsistent with the provisions of 
the Charter of the United Nations or of this treaty. 


Article 2 


As a consequence of the principle set forth in the preceding 
article, the high contracting parties undertake to submit every 
controversy which may arise between them to methods of 
peaceful settlement and endeavor to settle such controversies 
among themselves by means of procedures in force in the 
inter-American system before referring them to the General 
Assembly or the Security Council of the United Nations. 


Article 3. 


(1) The high contracting parties agree that an armed 
attack by any states against an American state shall be con- 
sidered as an attack against all the American states and con- 
sequently each one of the said contracting parties undertakes 
to assist in meeting the attack in exercise of the inherent 
right of individual or collective self-defense recognized by 
Article 51 of the Charter of the United Nations. 

(2) On the request of the state or states directly attacked 
and until the decision of the organ of consultation of the inter- 
American system, each one of the contracting parties may de- 
termine immediate measures which it may individually adopt 
in fulfillment of the obligation contained in the preceding para- 
graph and in accordance with the principle on continental 
solidarity. The organ of consultation shall meet without delay 
for the purpose of examining these measures and agreeing 
upon measures of a collective character that should be 
adopted. 

(3) The provisions of this article shall be applied in case 
of any armed attack which takes place within the region 
described in Article 4 or within the territory of an American 
state. When an attack takes place outside the said areas the 
provisions of Article 6 shall be applied. 

(4) The measures of self-d.fense provided under this 
article may be taken until the Security Council of the United 
Nations has taken measures necessary to maintain interna- 
tional peace and security. 


Article 4 


The region to which this treaty refers is bounded as follows: 

Beginning at the North Pole: 

Thence due south to a point 74 degrees north latitude 10 
degrees west longitude; 
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Thence by a rhumb line to a point 47 degrees 30 minutes 
north latitude 50 degrees west longitude; 

Thence by a rhumb line to a point 35 degrees north latitude 
60 degrees west longitude; 

Thence due south to a point in 20 degrees north lati- 
tude; : 

Thence by a rhumb line to a point 5 degrees north latitude 
24 degrees west longitude; 

Thence due south to the South Pole; 

Thence due north to a point 30 degrees south latitude 90 
degrees west longitude; 

Thence by a rhumb line to a point on the equator at 97 
degrees west longitude; 

Thence by a rhumb line to a point 15 degrees north latitude 
120 degrees west longitude; 

Thence by a rhumb line to a point 50 degrees north latitude 
170 degrees east longitude; 

Thence due north to a point in 54 degrees north latitude; 

Thence by a rhumb line to a point 65 degrees 30 minutes 
north latitude 168 degrees 58 minutes 5 seconds west longi- 
tude; 

Thence due north to the North Pole. 


Article 5 


The high contracting parties shall immediately send to the 
Security Council of the United Nations, in conformity with 
Articles 51 and 54 of the Charter of the United Nations, com- 
plete information concerning the activities undertaken or in 
contemplation in the exercise of the right of self-defense or 
for the purpose of maintaining inter-American peace and 
security, 


Article 6 


If the inviolability or the integrity of the territory or the 
sovereignty or political independence of any American state 
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should be affected by an aggression which is not an armed 
attack or by an intracontinental or extracontinental con- 
flict, or by any other fact or situation that might endanger 
the peace of America, the organ of consultation shall meet im- 
mediately in order to agree on the measures which must be 
taken in case of aggression to assist the victim of the aggres- 
sion or, in any case, the measures which should be taken for 
the common defense and for the maintenance of the peace 
and security of the continent. 


Article 7 


In the case of a conflict between two or more American 
states, without prejudice to the right of self-defense in con- 
formity with Article 51 of the Charter of the United Nations, 
the high contracting parties, meeting in consultation, shall 
call upon the contending states to suspend hostilities 
and restore matters to the status quo ante bellum, and 
shall take in addition all other necessary measures to re- 
establish or maintain inter-American peace and _ security 
and for the solution of the conflict by peaceful means. 
The rejection of the pacifying action will be considered 
in the determination of the aggressor and in the applica- 
tion of the measures which the consultative meeting may 
agree upon. 


Article 8 


For the purposes of this treaty, the measures on which the 
organ of consultation may agree will comprise one or more of 
the following: 

Recall of chiefs of diplomatic missions, breaking of diplo- 
matic relations, breaking of consular relations, complete 
or partial interruption of economic relations or of rail, 
sea, air, postal, telegraphic, telephonic and radio telephonic 
or radio-telegraphic communications and the use of armed 
force. 
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A HEMISPHERE CONCEIVES A POLICY: “Attack against an American state shall be considered attack against all." 
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Article 9 


In addition to other acts which the organ of consultation 
may characterize as aggression, the following shall be con- 
sidered as such: 

a. Unprovoked armed attack by a state against the terri- 
tory, the people or the land, sea or air forces of another state; 

b. Invasion by the armed forces of a state or the territory 
of an American state through the trespassing of boundaries 
demarcated in accordance with a treaty, judicial decision or 
arbitral award or, in the absence of frontiers thus demarcated, 
an invasion affecting a region which is under the effective 
jurisdiction of another state. 


Article 10 


None of the provisions of this treaty shall be construed as 
impairing the rights and obligations of the high contracting 
parties under the Charter of the United Nations. 


Article 11 


The organ of consultation referred to in this treaty shall be, 
until a different decision is taken, the meeting of the Ministers 


of Foreign Affairs of the signatory states which have ratified 
the treaty. 


Article 12 


The Governing Board of the Pan American Union may 
act provisionally as an organ of consultation until the meeting 
of the organ of consultation referred to in the preceding 
article takes place. 


= Article 13 


The consultations shall be initiated on the request addressed 
to the Governing Board of the Pan American Union by any 
of the signatory states which has ratified the treaty. 


Article 14 


In the voting referred to in this treaty only the representa- 
tives of the signatory states which have ratified the treaty may 
take part. 


Article 15 


The Governing Board of the Pan American Union shall 
act in all matters concerning this treaty as an organ of liaison 
among the signatory states which have ratified this treaty and 
between these states and the United Nations. 


Article 16 


The decisions of the Governing Board of the Pan American 
Union referred to in Articles 13 and 15 above shall be taken by 
an absolute majority of the members entitled to vote. 


Article 17 


The organ of consultation shall take its decisions by a vote 
of two thirds of the signatory states which haye ratified the 
treaty. 


Article 18 


In the case of a situation or dispute between American 
states the parties directly interested shall be excluded from 
the voting referred to in the two preceding articles. 


Article 19 


To constitute a quorum in all the meetings referred to in 
the previous articles it shall be necessary that the number of 


states represented shall be at least equal to the number of 
votes necessary for the adoption of the decision. 


Article 20 


Decisions which require the application of the measures 
specified in Article 8 shall be binding upon all the signatory 
states which have ratified this treaty except that no state 
shall be required to use armed force without its consent. 


Article 21 


The measures agreed upon by the organ of consultation 
shall be executed through the procedures and agencies now 
existing or those which may in future be established. 


Article 22 


This treaty shall enter into effect between the states which 
ratify it as soon as the ratifications of two thirds of the 
signatory states have been deposited. 


Article 23 


This treaty is open for signature by the American states at 
the City of Rio de Janeiro and shall be ratified by the signa- 
tory states as soon as possible in accordance with their respec- 
tive constitutional processes. The ratifications shall be 
deposited with the Pan American Union, which shall notify 
the signatory states of each deposit. Such notification shall be 
considered as an exchange of ratifications. 


Article 24 


The present treaty shall be registered with the secretariat of 
the United Nations through the Pan American Union when 
two thirds of the signatory states have deposited their ratifica- 


_ tion. 


Article 25 


This treaty shall remain in force indefinitely but may be 
denounced by any high contracting party by a notification in 
writing to the Pan American Union, which shall inform all 
the other high contracting parties of each notification of de- 
nunciation received. After the expiration of two years from 
the date of the receipt by the Pan American Union of a 
notification of denunciation by any high contracting party, 
the present treaty shall cease to be in force with respect to 
such state but shall remain in full force and effect with respect 
to allthe other high contracting parties. 


Article 26 


The principles and fundamental provisions of this treaty 
shall be incorporated in the organic pact of the inter-American 
system. In witness whereof, the undersigned plenipotentiaries, 
having deposited their full powers found to be in due and 
proper form, sign this treaty on behalf of their respective 
governments on the dates appearing opposite their signa- 
tures. 


Reservation of Honduras 


The delegation of Honduras, in signing the present treaty 
and in connection with Article 9, Section B does so with the 
reservation that the boundary between Honduras and Nic- 
aragua is definitely demarcated by the Joint Boundary Com- 
mission of 1900 and 1901, starting from a point in the Gulf 
of Fonsca, in the Pacific Ocean, to Portillo de Teotecacinto 
and, from this point to the Atlantic, by the line that His 


Majesty, the King of Spain’s arbitral award established on 
Dec. 23, 1906. 
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Search for Method 
To Run Marshall Plan 


Biggest ace in the hole, as the U. S. 
State Department tries to nerve Con- 
gress up to a special session, is the 
Communist Party in France and Italy. 
Communists are stronger there than 
anywhere else in Western Europe. 
If things get bad enough, they might 
ride into power. This is the possi- 
bility that is calculated to stir an 
American Congress to vote quick aid 
to Europe. 


oo °9o 


U.S. wheat and coal are counted 
on by several European governments 
to save the situation this winter. How 
the goods are to be paid for is anoth- 
er question. Diplomats tend to have 
faith that a way will be found. 


o 0 O 


What really stumps the experts in 
the U.S. State Department is the 
thought of administering a full-blown 
Marshall Plan. They can visualize a 
U.S. agency to do the buying, but 
they quail at thoughts of rationing 
U.S. consumers. At the same time, it 
is realized that American controls over 
the expenditures in Europe might 
have to be uncommonly elaborate. 


oo 90 


Simplest way to run the Marshall 
Plan, some businessmen believe, is to 
set up mixed corporations. Control 
would be jointly U.S. and European, 
and either private or public. Washing- 
ton shies away from the idea, how- 
ever. It sounds too much like Russia’s 
methods in Eastern Europe. 


oo (98 


Shift in Britain’s top command, 
from Clement Attlee to Ernest Bevin, 
is not expected until after the No- 
vember meeting of foreign ministers 
in London. Bevin prefers to wait until 
then to unseat Attlee as Prime Min- 
ister. Reason is Bevin’s desire to 
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Intercepts 


Rez. U.S.Pat.08 


Schedule for Changes 
In British Leadership 


achieve a last-minute agreement with 
Russia at the conference. A demon- 
stration that Britain could mediate 
between Moscow and Washington 
would convince the Laborites that 
Bevin was not tied to U.S. policy. 


o 0 °O 


Just when the British Treasury 
hoped it had Britain’s diplomats 
trained to stay out of financial mat- 
ters, Foreign Secretary Bevin sounded 
off on gold. Treasury experts are hor- 
rified at the proposal to divvy up the 
U.S. reserves. There is no inclination 
to excuse Bevin on the ground that he 
really was talking domestic politics, 
not international economics. 


o 0 Oo 


Not even the U.S. Embassy in 
London was able to divert Ernest 
Bevin from his talk about the U.S. 
gold hoard. Private conversations with 
the British Foreign Secretary fell on 
deaf ears. Bevin refused to concede 
that his idea would be impractical. 


o 0 90 


Suspicion that the latest outbreak 
of strikes in British coal mines may 
have a Communist origin is discred- 
ited by London officials. Explanation 
of the strikes is that the miners are 
reacting normally to outside pres- 
sures and threats. A good many miners 
say the National Coal Board, even if 
it is a public rather than a private 
body, is incompetent. 


o 0 90 


One contribution Britain expects to 
make to the Marshall Plan is to ex- 
port coal next year to Western Eu- 
rope. Rate at the start would be 
around five million tons a year. This 


Japan as Buffer State 
Between U. S., Russia? 


assumes that trouble in the mines will 
not interfere much with production. 


o °o 9 


Military experts in Washington will 
not be surprised if Russia recognizes 
a Communist government in North- 
ern Greece by the end of September. 
Support for the new satellite is build- 
ing up in Bulgaria, where Soviet 
troops are on the increase. 


o 0 90 


The question of what the U. S. will 
do if and when Russia says the only 
proper Greek Government is in the 
North, where the Communists are, is 
baffling the State Department. In- 
siders admit that as yet the U.S. 
doesn’t know what to do. 


o 0 90 


Washington is becoming a center 
for Slavic leaders in exile. Party chief- 
tains who lost out to the Communists 
in the Balkans are regrouping in the 
U.S. capital. So far, Bulgarians, Hun- 
garians and Croats are represented. 
They have set up an International 
Peasant Union. | 


o 0 90 


A major shift in U. S. policy toward 
Japan is being talked about under 
cover. Idea of eliminating Japan as a 
military power for all time is chang- 
ing. Now, because of Russia’s con- 
duct, tendency is to develop Hirohito’s 
islands as a buffer state. The peace 
treaty now being drafted would have 
to allow for this changed attitude. 


o 0 90 


It turns out that Secretary of State 
George Marshall relies heavily on a 
young West Pointer for assistance and 
advice. He is Brig. Gen. Marshall 
Carter, who screens much of the daily 
grist that reaches Marshall's office. In- 
siders regard Carter as effective. 
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lf you are a railroad man, concerned with the business of securing freight 
traffic for your road, your company’s advertisement should be on this page... 


Because the people who read WORLD REPORT each week~—over 112,000 of them—are 


aware of the all-important role played by the railroads of America in solving the big-tonnage 
problems of supply on which an eniire world is dependent. 


They’re sold on the railroads 
themselves and have the authority within their companies to specify the routing of freight 
They are a concentrated audience for your railroad’s story! 





WORLD REPORT 


The only magazine of it’s kind—reporting, interpret- 
ing and forecasting the news of international affairs. 
WORLD BUSINESS IS YOUR BUSINESS 





HAROLD L. 











BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20, N.Y. 
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